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Young people particularly have 
adopted consumer credit with en- 
thusiasm. Consequently they are 
marrying younger, having chil- 
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CREDIT... 





™~ 


There's a maximum of temptation 
and a maximum of opportunity. 
Debt is a problem every family has 
to learn to handle. 


IS IT BETTER THAN COMMON SENSE? 


HE American people are riding 

the crest of the biggest credit 
binge in the history of our play-now 
pay-later country. The Canadian peo- 
ple are catching up fast. 

Never before have so many owed 
so much for so wide a variety of goods 
and services. 

At the end of last September. con- 
sumers owed over $54 billion. This is 
a rise of more than $2 billion over 
1959’s record total. It is a rise of 
more than $25 billion in the last six 
years. 

Nor, according to the experts. is 
the end in sight. The consumer debt is 
expected to continue its climb. Some 
economists and credit industry spokes- 
men think an ever-expanding con- 
sumer debt is vital to the health of the 
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economy. Some government and pri- 
vate economists on the other hand. are 
alarmed and seek government regula- 
tion. 

What you must decide is your own 
part in this record-breaking use of 
credit, and how it affects your family. 
Is credit helping you or hurting you? 

In October. the Federal Reserve 
Board added $1.3 billion to the lend- 
ing power of member banks. This, the 
board’s third move to ease credit in 
a year, is expected to result in a still 
further increase in family debts. Con- 
sumer installment credit, which does 
not include single payment loans, 
charge accounts or service credit. ac- 
counted for a whopping $42 billion 
at the end of September, 1960. 

In the wonderful world of credit, 


everybody is happy, at least tempo- 
rarily. To the average consumer, it 
looks as if the good things of life. as 
well as the necessities, can be enjoyed 
at once without waiting for the slow 
build-up of cash savings. 

But it is to the merchant and lender 
that credit has its greatest appeal. The 
retailer has discovered that in buying 
on credit you will buy more and pay 
less attention to price tags. Many mer- 
chants and auto dealers find that they 
make more profit on the interest 
charges in financing a purchase than 
on the sale of the item itself. 

Bankers, who now provide the larg- 
est share of consumer credit. have 
been jarred recently by the increase 
in competition. They are finding that 
to keep the lead, they must descend 
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from marbled aloofness and join the 
hard-sell crowd. Hundreds of banks 
have adopted a « 
enables the 


redit card plan which 
consumer to purchase 
goods from the retailer and charge 
the bank. Many other new bank plans 


lft bye mnie cle Ve lope d. 


During the 1950's. consumer in 
debtedness rose three times as fast as 
pers ynal income. At the beginning of 
last year. the average American fam- 
ily was taking on an annual install- 
ment debt of about $750 and paying it 
off at the rate of $650 a vear 

ly i recent study. ( | | the na- 
tion irgest independent sales fi- 

ince company savs todays credit 
buving habits result from the rise in 
productior employment ind incomes. 
Viuch der availability of consume1 
credit during the 1950's brought into 
existence a new mass market 

Accordin to the ¢ | | study the 
number of home swimmin pool n 
talled in the U.S. increased from 
SM n 1950 to 171.000 at the end 
of 1959. The same decade witnessed 
the birth of millions of amateur hoat 
men. whose pending rose trom SOOU 
million to $2.5 billion. In the sub- 
urbs. the two-car garage has become 
a commonplace with multi-car fami 
lies increasing from 2 million to near- 
ly 7 million. Passenger car registra- 
tions soared from 36 million to nearly 
60 million 


Youngest go deepest 


“The hard core of this new mass 
market is the young middle-income 
family to whom installment buying 
comes naturally.” the study states 
“The phenomenal rise in living stand 
irds in the past ten years was possible 
only because families in this middle- 
Income group were willing and able 
to buy ‘on time’.” 

loo, young people have been mar- 
rving earlier and starting families al 
most at once For them. installment 


credit fills the 


home with comforts 


and conveniences that their parents 
never hoped to own. The monthly 
payments are the most prominent fea- 
ture of the young family’s budget. 
Unfortunately, in case of illness o1 


unemployment this paradise pecomes 
a torture chamber 
sharing in 


Prue more persons are 


higher real incomes. As families move 
up the income scale they qualify as 
good installment credit risks. They 
also become more willing to borrow 
on time. Still a third factor is the con- 
tinuing flow from farm to city: Be- 
2 


cause city incomes are steadier, city 
workers are considered better install- 
ment credit risks, and liberal credit 
is more available in urban areas. 
Further. the move of many families 
to the suburbs has fostered fresh de- 
automobiles. 


mand fo appliances, 


furniture. power lawnmowers. home 


i 
furnishings and equipment and a 
host of items commonly sold on time. 
Simultaneously, the increase in the 
number of working wives has height- 
ened the need for time- and labor- 
saving devices—not to mention the 


additional earnings this represents, 
which qualify families to assume still 
ereater burdens of debt. 

Despite our affluence, there are seri- 
ous disadvantages to an economy in 
which pay-as-you-go is replaced 
by pay-when-they-catch-me. To be in 
debt was once considered a badge of 
shame: this was not wholly realistic. 
loday. debt is said to symbolize a 
if you don’t have 


This isn’t 


cood credit rating: 


it. you haven't arrived. 


realistic either. 


Cars, tours, tuition 


credit 
dollar has taken on greater signifi- 
cance with the entry into the field of 


The competition for your 


whole new industries. Competing in 
the scramble for a larger share of 
your credit dollar are suppliers of 
such goods and services as automo- 
biles. 
mobile homes. 


healt! 


meals. 


pleasure boats, small aircraft, 
hotel accommodations, 
club memberships, restaurant 
travel by rail, air and bus, 
Florida vacations and European tours. 


With 


financing their educations on the in- 


students in growing numbers 
stallment plan. the nation’s colleges 
are becoming increasingly interested 
in the use of consumer credit. 

18 per cent of U.S. 
families now use consumer installment 
credit: more than half of all families 


buy their furniture and major home 


The result is. 


appliances on time-payment plans. 
It's higher among the young. 

In October, the automobile industry 
was selling 21.730 new cars a day for 
538.000 sales for the 
month. Total sales for the first ten 
months of 1960 were 5.479.869. mak- 


ing this the third biggest year for 


a record total ot 


auto sales. Americans currently own 
43.400.000 passenger cars and it is 
estimated that about 29.000.000 were 
hought on the installment plan. This 
means that approximately two out of 
three 


( redit. 


families buy their cars on 


Chief sources of consumer credit in 
banks, 
finance companies, retail outlets, con- 


order of volume are: sales 
sumer finance companies and credit 
unions. 

Looking deeper into the reasons for 
the phenomenal boom in credit spend- 
ing. some of the explanations ad- 
vanced include: 

© The desire of people for a larger 
share of the benefits of a prosperous 
era 

® Confidence in the future pros- 
perity of the country. Only rarely do 
people run up bills which they don’t 
think they can pay off. 


© The flood of 


credit promotions. Today you and 


ever increasing 
your family are being subjected to a 
massive barrage of invitations to go 
into debt. “Friends” at the local bank 
or finance company urge you to ac- 
cept a loan. The auto dealer. the retail 
merchant. the installment house extol 
the benefits of buying on time. 

© The advent of a powerful new- 
comer, the credit card. With this card, 
the buyer can even pick upa bottle of 
aspirin tablets at the corner drugstore 
to help him overcome the shock of the 
monthly bill. 

Discussing the changing American 
character in his book. “The Waste 
Makers.” Vance Packard observes: 

“Much of the average American’s 
consumption has been channeled into 
frivolous or playful or whimsical out- 
lets .. . United States residents have 
been spending more on smoking, 
drinking and gambling than they have 
on education . They have been 


spending more on _ jewelry and 


watches than they have on either 
books or basic research.” 
point out that too 


Americans are letting others 


Economists 
many 
manage their money for them. In ad- 
dition, many families are turning a 
blind eye to the “hidden” 
the carrying charges and high inter- 


costs in 


est rates that make such easy living 
possible. Most people do not even 
know what rates they pay for their 
money. They know what interest they 
are getting on their savings, but they 
show indifference toward the interest 
charged on their borrowings. They 
would be amazed to discover that they 
commonly pay a bank 12 percent. 
Usually they believe they are paying 
about six percent. Very few stop to 
realize that the quoted “six percent” 
is on the face amount and, though 
they are constantly paying off the 
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principal, they continue to pay as if 
they retained the face amount. 

The wife of a West Coast advertis- 
ing executive recently came up with 
an idea which she .hopes will curb 
impulse buying in her community and 
help housewives to keep their budgets 
balanced. Mrs. James R. McManus of 
Mill Valley, Calif., has organized 
Charge Accounts Anonymous. 

“CAA is patterned after Alcoholics 
Anonymous,” Mrs. McManus stated. 
“When a woman has the temptation 
to go out and charge, she calls a mem- 
ber. We send a friend to talk to her 
about how much extra a charge ac- 
count might cost her. Usually. the 
tempted one abandons the trip.” 

Mrs. McManus’ chief target is the 
service charge many stores tack onto 
unpaid accounts after thirty days. 
“Are some women dumb about the 
service charge!” she says. “One Phi 
Beta Kappa wouldn’t believe that 14% 
percent a month equals 18 percent a 
year ‘ 

Last Spring, a Senate Banking and 
Currency Subcommittee held hearings 
on a bill (S.2755) which would re- 
quire credit agencies to give a com- 
plete list of financing costs. including 
true annual rates. The subcommittee 
was chaired by Sen. Paul Douglas 
(Dem.—Ill.). who sponsored the bill. 

\ parade of witnesses testified that 
the most gullible of installment buyers 
are automobile purchasers. Victor N 
Nvborg. president of the Association 
of Better Business Bureaus. told the 
committee that half of 225 new car 
buyers his group had interviewed had 
agreed, without knowing it. to buy 
life insurance along with their cars. 
One car buyer was found to be mak- 
ing payments of $500 a year on his 
car and an additional $431 for financ- 
ing charges. Another paid an interest 
rate of 50 percent a year to finance a 
used car. 

Some witnesses. however. opposed 
any policing of installment practices. 
A. Leonidas Trotta, credit research 
director of the National Retail Mer- 
chants Association, told the legisla- 
tors that “our credit system is too 
vital for the government to tamper 
with.” Arguing that people expect to 
pay more when receiving the benefits 
of installment buying, he put it this 
way: “To give them too much infor- 
mation about financing costs would 
only befuddle them.” 

The urgency for intelligent money 
management in many families today 

(Continued on page 30) 


January, 961 


| 
‘ 
: 
: 
: 





For most consumers, the only time they hear a 
true interest rate quoted is when they borrow 


on a home mortgage. 








KEEPING THE COST DOWN 


American families now pay $3!/2 billion a year for finance and 
interest charges. This does not include the extra costs involved in insur- 
ance charges, repossession charges, delinquency fines and the fact that 
many goods sold on credit bear higher prices than goods sold for cash. 

To keep your share of this $3'/2 billion down as low as possible, 
here are five things you can do: 


i—Shop for the lowest interest rate. Often you can do better by 
borrowing the money from a credit union or other low-cost sources for 
cash loans, and then buy for cash. Credit-union and bank loans are often 
cheaper than most other types of loan or installment credit. 


2—Pay back as quickly as practical without making your monthly 
payments so high they may be difficult to meet. 


3—Don't borrow unnecessarily far in advance of actual need. 


4—Use some of your own savings if practical; they're available 
at the lowest interest rate of all. 


5—Borrow the least you need; not the most the lender or dealer 
will permit. 


When you buy on time, remember that in effect you are borrow- 
ing money. Thus, when you buy on time, you have to do two kinds of 
shopping to get the most for your m-ney: 

—You have to shop for the lowest prices for the merchandise 
or service; 


—You have to shop for the lowest interest cost for the money. 











CREDIT UNIONS... 


the borrowers help each other 


Shes first credit unions were or- 
ranized fifty years ago, when 
loan sharks dominated the small loan 
held. Credit union rates on loans were 
lower than had ever been available 
to the average man, except through 
a few charitable organizations. The 
low credit union rates were possible 
because credit unions were non-profit 
organizations, serving their members 
only, managed by ofhcers and com- 
mittee members who donated their 
time 

Today there are 26.000 credit 
unions in the United States and Can- 
ada. with 12,000,000 members. Times 


have changed, but credit unions still 


are making an important contribution 
to the borrowing consumer, thanks 
to their volunteer services by officers 
and low overhead. Here are some of 
them: 

1. Credit union rates are still in the 
lowest range. Only a few big banks 
charge somewhat lower rates. and 
they do this by rejecting many loans 
that credit unions would make. by 
concentrating on larger loans, and by 
charging various extra fees. 

2. Credit unions are the only 
credit source that does not encourage 
the borrower to load up. Any lender 
who is in business for a profit, no 
matter how ethical he may be, is 


under pressure to keep his money 
loaned out. Small loan companies 
used to be singled out for criticism on 
this score, but today it is clear that 
all commercial lenders including 
banks. are doing the same thing. 

3. There are no extra charges in 
credit unions. Many commercial lend- 
ers, including auto dealers and banks, 
tack on extras until the total charges 
run much higher than the stated in- 
terest rates. Credit unions have pio 
neered in providing insurance on 
loans, and absorbing the cost. 

1. Credit unions encourage bor- 
rowers to save as well as to borrow. 


(Continued on page 28) 





Credit unions that charge a 
straight 1 percent per month on the 
unpaid balance sometimes use this 
level payment plan 

Other credit unions sometimes 
prefer to make a straight interest 
charge on the unpaid balance, so 
that the amount of interest goes 
down with each payment 

Either way, the total charge comes 
out the some in the end 

You can use this chart to figure 
the payment on any loan. Loans on 
the chart are given in hundreds of 
dollars. To find thousands, naturally, 
you just multiply by ten. To find 
lesser amounts, you divide. For in- 
stance, to find the payment on $30, 
you look down the $300 column di- 
viding by ten as you go 

It helps, when you are planning 
some future purchase, to have this 
chart around the house for refer- 


ence 





CREDIT UNION LEVEL PAYMENT LOAN CHART 






































| AMOUNT OF LOAN 
NO. OF 
MONTHS $100 $300 $500 $700 3900 
3 34.002 102.006 170.010 238.014 306.018 
5 20.604 61.812 103.020 144.228 186.436 
7 14.863 44.589 74.316 104.041 133.767 
8 11.674 36.022 §8.370 81.718 105.066 
"W 9.645 28.936 48.227 67.518 86.809 
13 8.242 24.725 41.208 57.691 74.174 
15 7.212 21.637 36.062 50.487 64.912 
17 6.426 19.277 32.129 44.981 57.832 
18 5.805 29.026 40.636 §2.247 
21 5.303 26.516 37.122 | 47.728 
23 4.889 24.443 34.220 43.997 
25 4.541 22.704 31.785 40.866 
27 4.245 21.223 29.712 38.201 
29 3.990 19.948 27.927 35.906 
3 3.768 18.838 26.373 33.908 
33 3.573 17.864 25.009 32.154 
35 3.400 17.002 23.803 30.604 
37 3.247 16.234 22.728 29.221 
39 3.109 15.546 21.764 27.983 
41 2.985 14.926 20.896 26.866 
43 2.873 4 20.109 25.854 
45 2.771 13.853 19.394 24.935 
47 2.677 13.386 18.740 24.094 
48 2.592 12.958 18.141 
51 2.513 12.564 17.588 22.614 
53 2.440 12.200 17.080 21.960 
55 2.373 | 7.118 11.863 16.608 21.353 
57 2.310 | 6.931 11.551 16.171 
59 2.252 | 6.756 11.260 j 15.764 
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AUTO LOANS... 


the rate can be almost anything 


A TOMOBILE loans represent the 
largest single installment debt for 
most families, aside from home mort- 
gages and home-improvement loans. 

There are many different ways to 
finance a car and many different 
places to get the money. The chief 
sources are credit unions. sales finance 
companies, commercial banks, loan 
companies and auto dealers. 

Most dealer financing is handled 
by the large car financing companies, 
such as General Motors Acceptance 
Corp.. CIT Financial Corp., and 
Commercial Credit Co. However. the 
dealer might turn your contract over 
to any one of some 400 local and 
national sales finance firms or any 
commercial bank in your area. 

The average auto buyer may spend 
days and weeks selecting the right 
car. patiently checking and comparing 
various features of different makes— 
and then. strangely. pay no attention 
to the most important feature of all, 
the cost of credit. 

Unless you thoroughly investigate 
all the angles. you may find yourself 
in over your head. Reputable lenders 
feel that 25 percent of your income is 
as much as you can safely spend for 
monthly car payments. But that may 
easily be too much if you have any 
other installment obligations. or if 
you turn your car in as soon as it’s 
paid for. In that case a safer level 
would be about 15 to 20 percent of 
monthly income. 

There are two ways to measure the 
cost of the credit charge. One is to 
find out the total finance charge you 
pay in dollars. and then compare 
this charge with the dollar cost of a 
car loan from your credit union. 

The other way is to compare true 
interest rates. If the charge is quoted 
as a percentage of the balance to be 
financed, the true annual rate is nearly 
twice as much as stated. The lender 
calculates your interest cost on the 
original full amount; but by repaying 
the debt in monthly installments you 
owe, on the average, only about half 
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the original sum, so the true rate is 
double. If the charge is quoted as a 
monthly percentage of the outstand- 
ing balance, as in a credit union, the 
true annual rate is 12 times the 
monthly rate. 

Comparing the different credit 
terms offered can save you consider- 
able money. You'll find variations in 
interest rates, terms, down payment 
requirements and the amount which 
each ‘ender is willing to lend. You 
may find that one bank will lend you 
money at 6 percent (a true 12 per- 
cent). A finance company in the same 
town may charge 6 or 7 percent (a 
true 12 or 14). Your credit union 
generally will have one of the lowest 
rates available locally. 


Regulations in 28 states 


The amount of finance fee an auto 
dealer or finance company can charge 
you is regulated in 28 states. In some 
of the states with older installment 
laws, like California and Pennsyl- 
vania, the maximum you can_ be 
charged legally is the equivalent of 
a true rate of approximately 12 per- 
cent per annum for new cars. States 
with more recent regulatory laws usu- 
ally permit a charge of $7 per $100 
of outstanding debt. a true rate of 
about 14 percent a year. Legal maxi- 
mums tend to run higher in Southern 
states that have laws. Kentucky. Loui- 
siana and Florida permit legal rates 
of 15 to 18 percent. 

Finance charges on used cars are 
even higher, with stated rates often 
ranging from $10 per $100 for cars 
less than two years old. to $13 per 
$100 for older cars. These are true 
annual rates of approximately 20 
to 26 percent a year. In the Southern 
states with regulatory laws, dealers 
can charge effective rates of 25 to 
30 percent on older cars. 

Thus, in many states, credit unions 
and commercial banks with their car 
loans of 12 percent a year or less 
whether new or used—at least match 
and often beat auto-dealer and fi- 


nance-company rates. 

You should also check insurance 
rates and credit investigation fees. 
Insurance charges vary considerably, 
differing as much as 25 percent in 
some areas, and can raise your true 
finance charge still higher. 

Be on your guard against the dealer 
who tries to high-pressure you into 
letting him handle the financing. He 
may stress the convenience of a 
one-stop transaction-buying, financing 
and insuring the car in one operation. 
But this could be unnecessarily costly 
to you. The more he seems to be eager 
for the financing the more likely it is 
that his rates are exceptionally high. 
Find yourself a better rate elsewhere. 

Dealers have found various ways to 
boost finance charges. Among the 
most common are: padding the price 
of the car; exhorbitant rates for in- 
surance charges: other costs which 
include service, filing and recording 
no refund of interest—or 
very little refund—for early prepay- 
ment. Sharp dealers hide inflated costs 
by “packing” the contract. This means 
lumping together all the finance, in- 


charges: 


surance and other costs in one sum. 
Such a dealer is usually counting on 
a sizeable kickback from his finance 
company. 

Because of many cost factors in- 
volved, auto contracts are more com- 
plicated than most other installment 
agreements. To know whether a deal- 
er’s prices are in line with those of 
his competitors, you should insist on 
an itemized list of the terms. This list 
should include: the total cost of the 
car, including extras and taxes; the 
amount of your trade-in allowance: 
the down payment; the outstanding 
balance, after trade-in: the kind of 
insurance required and its cost; a 
detailing of additional fees for credit 
investigation, and other services: the 
total amount to be financed; the 
financing charge in dollars; the 
length of time you have to pay and 
the amount of monthly payments. 

A surprising number of trusting 
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people will sign a contract without 
Nn blank 


leaving the dealer to fill 


reading it, Mar y will even sis 
contract 
in the terms late This is ar open 


unscrupulous dealet 


Many an un- 


wary credit buyer has also been badly 


invitation to an 
to boost the charges 
burned with a device known as the 
balloon note. In this type of contract, 
the monthly payments are convent- 
ently low but the last payment is 
unusually high. The buyer who can- 
not meet the last payment loses his 
car after it is almost paid for, or must 
refinance the note paying additional 
fees and charges. 

In recent years, one of the most 
frequent methods of boosting sur- 
reptitiously the true finance charge 
has been high charges for credit life 


insurance. A recent survey by the 


National Better Business Bureau dis- 


closed that over half of all buyers of 
cars on installment plans alse buy 
credit life insurance without their 
knowledge or consent. 

Kenneth B. Wilson, president of the 
Bureau, says this happens because 
many time-payment contracts do not 
itemize the various charges in addi- 
tion to the pric e of the car. but simply 
lump a charge for credit insurance 
into the total price of the car. 

Credit life insurance nowadays is 
required on loans and _ installment 
purchases by most banks and finance 
companies, and some installment deal- 
ers. The insurance pays off the bal- 
ance of your debt if you die before 
completing your payments. It’s a 
reasonable deal for you if you know 
you're paying for it, and if you pay 
just a reasonable fee for it. 

Most credit unions provide credit 


life insurance for all borrowers with- 
out any extra charge. Many banks 
and other reputable lenders provide 
it at an extra fee of 60 cents for each 
$100 borrowed. 

At a cost to you of 60 cents or less 
per $100 of debt, credit life insurance 
provides temporary insurance at a 
time when you probably need it. If 
anything happened to you, your fam- 
ily or cosigner wouldn't have to com- 
plete the payments. 

But dealers and lenders who add 
credit life insurance on to your bill 
without your knowledge, also often 
overcharge for it. The National Asso- 
ciation of Insurance Commissioners 
found that over half the companies 
selling this type of insurance, paid 
out in claims less than 20 percent of 
the premiums charged. Almost one- 

(Continued on page 28) 





COMPARATIVE TRUE ANNUAL INTEREST RATES CHARGED BY MAJOR LENDERS 


SOURCES FOR CASH LOAN OR INSTALLMENT CREDIT 


TYPICAL TRUE RATES 
(percent per annum) 





Credit unions 8-12 
Bank personal loans 8-14 
Bank charge and check credit plans 12-18 
Industrial banks 12-24 
Car finance charges (new cars) 12-15 

(used cars) 18-36 
Retail installment credit 12-24 
Revolving charge and budget accounts 12-22 
Small loan companies 18-42 
Air travel installment plans, etc. 12-24 


usually quoted to borrowers or installment 
purchasers. The rates usually quoted are discount rates, or add-on rates, or monthly 
rates. The only true rate the average consumer ever hears is the rate on his home 


These true rates are not the rates 


mortgage, which is usually a true 5 or 6 percent per annum. To get a true rate on an 
installment purchase or installment loan, you have to multiply a discount or add-on rate 
by two; you have to multiply a monthly rate by twelve. Legislation to compel all lenders 
true rates has been introduced recently in the U. S. Congress and the Canadian 
Parliament 
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ninEASY 


The pressure on consumers to 
borrow has grown rapidly in 
the last ten years; personal 
bankruptcies have also in- 
creased. 








RETAIL CREDIT 


N* ER in history has the Ameri- 

can family been courted with 
such persistence as today by the na- 
tion’s retailers. At the long-established 
reputable department store, at the 
fashionable specialty shop, at the 
installment house, it 
has never been easier to say “charge 
it. 


high-pressure 


To paraphrase a famous description 
of marriage, today’s easy retail credit 
offers to millions of Americans a max- 
imum of temptation with a maximum 
of opportunity. 

Recently, Frank Ross, assistant 
credit manager of Sears, Roebuck and 
Co., told a sales meeting in Chicago 
that nearly half of everything people 
buy from his firm, they buy on credit. 
Installment sales account for 46 per- 
cent of Sears’ volume. That means the 
stores handle a total of $2 billion 
worth of credit sales a year. Ross told 
the group that it was the firm’s policy 
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“to get all the good, profitable credit 
we can.” He said this could best be 
done through “persistent suggestion.” 
Advancing the slogan. “A credit cus- 
a cash customer is 
anybody's,” the executive declared 
that every customer buying on time 


tomer is yours 


should be invited to keep his account 
active by adding to his purchases. 
Although an occasional apprehen- 
sive voice can be heard from the ranks 
of the National Retail Merchants As- 
sociation, merchants are constantly 
devising new kinds of credit plans. 
The most widely-used types are the 
charge account, budget account, re- 
volving credit and installment credit. 
Here’s how these four types of plans 
work and what they cost you: 
1—The ordinary 30-day charge ac- 
count must be paid in full when the 
bill is received. There is no interest 
charge for this type of account. More 
and more stores, however, now add a 


service charge of 1 to 2 percent per 
month if the bill is not paid promptly. 
Charge-account shopping is conven- 
ient; and if you budget your charge 
purchases, if you resist impulse buy- 
ing, if you don’t allow the bills to 
drag on beyond the due date, then 
you get free credit for brief periods. 
However, it should be pointed out 
that the cost of this credit is included 
in the price paid for the merchandise 
itself. Stores where prices are lower 
often do not offer charge accounts. 

2—The budget account, also known 
as the extended payment, script, 
monthly installment, or continuous 
easy-payment plan, is a type of credit 
frequently used for buying clothing or 
home furnishings. Under this plan you 
usually have three to six months to 
pay the bill in installments. In addi- 
tion to paying 114 to 2 percent month- 
ly interest charges on the unpaid bal- 
ance (a true 18 to 24 percent) for this 
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Even on charge accounts there's 
generally a fee when payments 
run later than thirty days. 


accommodation, it is easy to overbuy 


because of the extra time given in 


make the 


i—Revolving credit is a relatively- 


which to payments. 


new monthly-payment plan. Using 
this plan, you are assigned a credit 
$200. You charge pur- 
chases in the store with the total never 
this and pay off in 


equal monthly installments. The inter- 


ol, say. youl 


exceeding limit 


est charge usually runs from 1 to 2 
percent a month on the unpaid bal- 
ance, which is 12 or 24 percent per 
annum. Although automatically limit- 
ing the amount of debt you can as- 
sume, this type of credit plan can lead 
to impulse buying. Use it regularly 
and you find yourself paying between 
12 and 24 percent annually on a per- 
petually unpaid balance. A Fortune 
magazine 


survey of revolving credit 


practices quoted a department store 
“It’s fantastic,” he 


said. “Interest charges come to 18 per- 


executive recently: 


know 
whether we like the plan, just ask us 


cent a year! If you want to 
if we like money.” 

1—The fourth of the widely-used 
types of retail credit is the traditional 
installment plan. It's used by more 
than half of 


buy furniture and major home appli- 


all American families to 


ances. It is a long term credit plan 


requiring a down payment and 
monthly installments for one to three 
years. You are required to sign a 
contract agreeing to the terms, just 
as when you buy a car on installments. 
The most common ¢ harge is $6 to $10 
a year for each hundred dollars of 


credit, equivalent to true annual in- 


terest rates of approximately 12 to 
20 percent. 

When you buy on the installment 
plan be sure you know what you are 
paying in credit charges. And read 
the fine print of the contract which 
will 


sign a chattel mortgage or a condi- 


details the terms. Usually you 


tional saies contract, which provides 
that the 


sessed if payment isn’t made. In some 


merchandise can be repos- 
contracts, the goods are merely leased 
to you until all payments have been 
made, and the entire amount out- 
standing can become due immediately 
if you miss a payment. You are some- 
times asked to consent to having your 
pay attached and to waive some of 
your legal rights. 

Most states permit the “add-on” 
clause in installment contracts, which 
makes earlier purchases security for 
subsequent ones. This is a device es- 
pecially favored in the furniture field. 
If you default on the contract, you 
lose not only the goods you are cur- 
rently paying for but the merchan- 
dise for which you have already paid 
in full. While some stores charge less 
than others, you can usually do better 
with a credit union or bank loan. 

Although installment buying is a 
there is no na- 
tional legislation on the books to pro- 


national institution, 
tect the borrower. Twenty-eight states 
have enacted laws regulating charges 
But 16 of 


these state laws apply only to auto 


on installment contracts. 


contracts, Of the remaining 12 states, 
only a few provide fairly effective 
(Continued on page 30) 
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BANKS .. . 


they’ve decided to get out and sell 


— American banker. in recent 
years, has made spectacular head- 
way in an all-out effort to transform 
his image in the public mind. In- 
stead of a frigid-faced man with a 
mouth like a trap, you now have a 
“friend” at your neighborhood bank, 
eager to fill your pockets with money. 
At least so we are told in television 
commercials. It's kind of sad. and 
it probably isn’t entirely true. But 
something's happening. 

Banks handle by far the greatest 
share of consumer credit, but compe- 
tition is growing. So banks are adopt- 
ing all the most advanced merchan- 
dising tec hniques to sell you on the 
advantages of borrowing from them. 
The once novel drive-in bank is com- 
mon throughout the country. A bank 
in California has even installed a 
lower-level cashier's window to ac- 
commodate customers driving low- 
slung sports cars. 

One of the prime targets bankers 
are setting their sights on is the 
credit union movement. Ai its na- 
tional convention in New York last 
Bankers 


Association devoted a panel discus- 


September, the American 
sion to what was billed as “The Credit 


Union Situation”. Delegates heard 


credit unions described as a “very 
real challenge”. 

“Quantities of savings and of con- 
sumer credit loans are being lost 
to the banks by the activities of a 
shrewdly conducted non-banking or- 
ganization.” the meeting was told. 

The A.B.A. called upon its mem- 
bers to display “a more aggressive 
approach to in-plant banking oppor- 
tunities”. About 100 of the nation’s 
banks, it was claimed, are now op- 
erating in industrial establishments. 
The Bank of America, in California. 
and the Planters National 
Bank, in Memphis, Tennessee. were 


Union 


among those reported pleased with 
the results of this type of operation. 
Personal loans are offered for just 
about any purpose. Want to buy a 
boat? A car? Pay your dentist? But 
banks still look for the larger per- 
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sonal loans. and avoid the small ones. 
Personal loans go up to $2.500 in 
some states. $3.500 in others. It is 
estimated that across the country 
bank loans average out at about $600. 
Most commercial banks will not make 
loans for less than $100. 

Most bank personal loan depart- 
ments quote and collect their charges 
as discounts. The discount ranges 
from $4 to $8 per $100 of debt ( per- 
annum rate of approximately 8 to 16 
percent). Credit life insurance is gen- 
erally required but borrowers must 
pay an additional fee for it, often 
60 cents per $100 of debt. 


Feelings are mixed 
Some bankers, it is true, are un- 
easy over the size of today’s con- 
sumer installment debt. Many banks 
cut down on personal loans whenever 
tight. Noting that the 
amount of money they have tied up in 


money is 


installment loans has risen four times 
as fast as deposits during the 1950’s, 
some bankers wonder what might 
happen if the economy hit a_ bad 
slump. The Federal Reserve Bank of 
New York has expressed a fear that 
too many families are too deep in 
debt. This group is in the minority, 
however. Most speakers at the A.B.A. 
convention said they are confident 
that the total debt is still not too 
large for consumers to handle. Those 
who are worried feel there is nothing 
they can do about it. As a Michigan 
banker put it, “If we don’t make these 
loans, 
will.” 


One of the newest innovations de- 


consumer-finance companies 


signed to get more of your business 
is the automatic, or ready-credit, plan 
now being featured by many banks 
across the country. The bank sets up 
a line of credit for you ranging from 
$120 to $5000. You borrow by writ- 
ing a check. You repay in monthly 
installments of one-twelfth of the sum 
borrowed. The bank’s charge is 1 to 
1% percent a month on the unpaid 
balance plus 60 cents per $100 a 
month for credit life insurance. These 


are true annual interest rates of 12 
to 18 percent. In addition you are 
charged for the checks written. By 
repeated borrowing you can keep 
your debt at or near the full limit so 
that the plan becomes a permanent 
loan scheme. 

You don’t pay any interest charge 
for the money credited to you until 
you actually draw a check on it. But 
when you do draw on the credit, note 
that the interest rate charged is higher 
than that charged by the same banks 
for their regular personal loans. 

Another likely effect on your family 
finances of check credit was noted 
by the Federal Reserve Bank of Chi- 
cago recently. It pointed out that this 
type of credit encourages impulse 
buying. since credit is prearranged 
and does not have to be set up for 
each purchase. 

Industrial banks, such as the Morris 
Plan banks. are to be found in about 
30 states. They are a kind of cross 
between regular banks and small-loan 
companies. Their charges are dis- 
counts, but they usually are quoted 
as a dollar sum instead of as a per- 
centage. Dollar costs range from $5 
to $15 a year for $100. A common 
charge. including fees, would be about 
$7 or $8. True interest rates run from 
12 to 24 percent, with about 15 per- 
cent the average. These rates are 
somewhat higher than bank personal 
loans but lower, generally, than those 
of small-loan companies. 

In Canada. the chartered banks, 
except for one of the biggest, until 
recently had not encouraged personal 
loans as enthusiastically as U.S. banks. 
Families credit 
unions. or turned to small-loan com- 


more often used 
panies. Small-loan companies are ac- 
tive in Canada, but limited by na- 
tional regulation to slightly lower 
rates than some small-loan laws in 
the U.S. permit. 

But currently the Canadian picture 
is changing. The chartered banks are 
becoming more interested in offering 
monthly-repayment personal loans for 
ordinary family needs. 











. \! ALL-loan companies, also called 


\ 


consumer finance companies, op- 
erate largely under one version or 
inother of a state small loan law 


lenders and hxes the 
charge ind the 


which licenses 
interest they may 
amounts they may lend. Supe rvisory 
ollicials in only a few states are given 
ulhcient discretion and authority to 
There are still twelve 
states ilong with the District of 


Columbia—with no small-loan laws 


enforce the law 


Loans range in size from $10 to 


S300 in most states. In some states. 


they can go as high as $500. For the 
eountry 1 1 whole. the average is 
about $250. Interest rates are high 
hecause the average loan is small. 
Other lendir igencies are sometimes 
puzzled why borrowers go to high- 
interest lenders when commercial 
banks and credit union rate ire so 


much lower ind 50 widely available. 
The answer is. the small-loan industry 
app ils to people who need relatively 


small amounts in a hurry. 
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Most of those who borrow at high 
rates are in the skilled or semi- 
skilled class. 


SMALL 
LOAN COMPANIES 


their advertising appeal 
is speed, privacy 


Small-loan companies lend to all 


income and occupational groups. 
Their operation is especially geared 
for the borrower without established 
About half of all loans are 


made on signature alone. Most of the 


credit. 


rest are secured by chattel mortgages 


on household coods. 


The market is middle-income 


In actual practice, however, most 
borrowers from small-loan companies 
are not low-income people, but mod- 
erate-income families. Many of these 
actually could qualify for lower-cost 
loans from credit unions and other 
lenders in the same privacy and with 
much the same dispatch. Only one out 
of 10 small-loan borrowers are un- 
skilled laborers and domestic workers. 
The largest group—6 out of 10—are 
skilled and se mi-skilled workers, a 
finance association found in a survey 
not long ago. 

Small-loan company rates are es- 
pecially high on smaller loans. Small- 


loan company charges are not stated 


as an annual rate but as a monthly 
rate. These charges range from 114 
percent to 344 percent a month on 
the declining balance, depending on 
the maximum permitted in your state, 
and the size of the loan. These 
monthly rates are the equivalent of 
18 to 42 percent per annum. Not in- 
cluded are insurance charges and fees. 
Investigations have shown that some 
small-loan companies, in states where 
supervision is lax, require not only 
credit life insurance but accident and 
health insurance, for both of which 
the borrower pays. In such instances, 
the rates charged for these policies 
have been considered excessive. 
Critics of small-loan company prac- 
tices sometimes charge that they tend 
to keep people in debt; that they tend 
to let loans run a long time while in- 
terest costs pyramid; that some fringe 
companies tend to urge more cash on 
borrowers when loans are partly re- 
paid. This charge could be leveled 
against many other lenders today, 
even department stores and banks. 
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HOME IMPROVEMENTS .. . 


watch out for booby traps 


o's! E World War Il. home owner- 
\ ship has expanded rapidly. Bor- 
rowing for home-improvements has 
become another major credit need for 
many families. 

Home-improvement loans are used 
to finance expansion, modernization 
and repairs, as well as small improve- 
ment projects. You can save yourself 
examining the 
these 


money by carefully 
various ways to borrow for 
purposes. 

lo finance a home-expansion loan 
that may run into several thousand 
dollars. you should consider the open- 
end re-advance clause which many 
mortgages contain. This permits you 
to re-borrow up to the original amount 
of your mortgage at the same interest 
rate. You can repay by adding to 
your monthly mortgage payments, or 
by extending the life of the mortgage. 
Your best bet. if you can manage it, 
is to increase your monthly payments. 
This will keep down your total dollar 
cost for interest. 

One advantage of the re-advance 
is that your present mortgage prob- 
ably carries a lower interest rate than 
you could get on a new mortgage 
today. It is undoubtedly lower than 
the rates on short-term home-improve- 
ment loans. Also, your repayments 
will be spread over a number of years 
so the monthly payments will be 
lower than on short-term improve- 
ment loans. 

However, if the mortgage has many 
years to run, the total interest cost 
in dollars for a re-advance will be 
more than for a short-term loan at a 
higher rate. A $1500 re-advance at 
6 percent on a mortgage with 12 years 
to run would cost you $608 in total 
interest charges. On an FHA moderni- 
zation loan, which involves a true an- 
nual interest rate of about 10 percent, 
you would pay $225 in interest for 
a three-year loan of $1500, and $375 
if you repaid in five years. It always 
pays to pay up fast. 

In times of “tight money,” it is 
sometimes difficult to obtain a re- 
advance. You may find that lenders 
balk at advancing money at your old 
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rate when they can profit more on 
higher-rate new mortgages. Also, un- 
less your improvement plan adds to 
the market value of the property, the 
lender may urge a short-term loan 
instead of an open-end re-advance. 

Another way to obtain a large 
amount of cash for home improve- 
ments is to refinance your mortgage 

in other words, pay it off and get 
a new one. If you can't obtain an 
open-end advance on your old one, 
you can probably get a new mortgage 
at a higher rate. But the new interest 
rate and higher closing costs will add 
still more to your debt. 


Look out for the “bonus”! 


trouble 
Sorrows 


Some people vet into 
refinancing. The 
Parish Federal Credit Union in Farm- 


ington, Michigan, recently helped res- 


through 


cue a desperate homeowner from a 
refinancing deal he had made with a 
local “investment company.” The 
lender had charged a bonus of $700 
for an advance of $2000. After five 
payments had been made. the lender 
mortgage a second 
time. advancing an additional $2000, 
and this time chareing a $500 bonus. 
For a loan of $4000, this Michigan 
family was now obligated to repay a 
total of $5200, plus interest on that 
total. 

Strenethened by credit union coun- 
seling. a $4000 credit union loan and 
a lawyer, the homeowner visited the 
office of the lender. The 
pointed out that even though the loan 
had been granted as a land contract, 


refinanced the 


law yer 


in effect it was a mortgage and the 
amount of bonus charged was usuri- 
ous. Offered the alternatives of a set- 
tlement of the debt without the 
bonuses or court,action, the invest- 
ment company settled for the original 
amount of the loan. A land contract, 
he it noted. is actually a tvpe of con- 
ditional sales contract; it enables the 
lender to seize your property without 
foreclosure proceedings if you default 
on your payments. High-priced re- 
financing, masquerading as land con- 
tracts, has also been reported in other 


parts of the country. 

Another way to finance a large 
loan for home repairs is with a sec- 
ond mortgage or second trust deed as 
it is sometimes called. Considering 
the discounts and bonuses often re- 
quired with this type of financing, 
the true interest rate can run to 10 
percent or more. In the Southwest 
especially, second mortgages have be- 
come both common and costly. Cali- 
fornia permits second trust deeds for 
which lenders may legally charge 10 
percent interest plus brokerage or 
commission fees. In Canada. where 
mortgage rates are traditionally a 
little higher than in the U.S.. second 
mortgages at high rates have become 
notoriously widespread. 

You are well advised to avoid a 
second mortgage unless the true in- 
terest rate, including bonuses, is less 
than an FHA modernization loan’s 
true 10 percent rate. Also, you should 
consider a second mortgage only if 
you cannot get a re-advance on your 
old mortgage, or if by refinancing 
with a new mortgage you would lose 
a low interest rate. Remember that 
you might lose your house unless you 
are able to meet the higher monthly 
payments of a second mortgage. 

FHA modernization loans are one 
of the most widely-used methods of 
financing extensive home improve- 
ments. They are available up to $3500 
and for as long as five years. The 
charge is $5 per $100 up to $2500 
and $4 per $100 over that. Note, 
though, that the fee is charged on the 
original amount and not on the de- 
clining balance, as with mortgage in- 
terest. Thus, the $5 per $1000 
amounts to a true annual interest rate 
of about 10 percent. 

For small projects you can arrange 
for an FHA modernization loan. a 
bank home-improvement loan, a bank 
personal loan or a credit union loan. 

For an FHA modernization loan 
you can deal directly with a bank or 
savings and loan association, or the 
contractor can arrange it for you. 
Since interest on this type of bor- 
rowing doesn’t start until you have 
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wccepted the finished job, you can 
sometimes save a little of the interest 
money on a project that takes some 
time to complete, if the contractor 
arranges the loan. 

But be sure you know the contra 
fast-dealing 


firms have been known to secure 


tors re putation Some 
homeowners’ signatures to FHA com 
pletion certificates and then drop the 
job before it has been finished. Ri 
member, too, that financing your loan 
through a contractor doesn’t mean 
that you can withhold payments until 
you are satisfied with the job. Your 


note is usually turned over to a bank 


or finance company, and the lender 
does not assume responsibility for 
the work. ’ 

Other 
offered by some banks and other lend- 
ers in addition to the FHA type, will 
usually cost you up to $1 more per 
$100 than FHA loans. Compare the 


rates to be sure. Since banks some- 


home-improvement _ loans, 


times rebate to the dealer a part of 
the interest you pay. your loan may 
cost you less if you deal directly with 
the bank. 

A credit-union loan usually will 
cost you no more, and sometimes less, 
than a bank loan. 


CREDIT CARDS... 


milk and honey 


and a little vinegar 


1* the past ten years, Americans 
have witnessed the swift develop- 
ment of credit cards. Up till recently, 
of course, there always was some need 
for a little ready cash. Then came 


comprehensive credit cards. They 
covered everything. For a while they 
had terrific appeal as a symbol of 
status. But now, so fast does the world 
move, they are losing their glamor as 
various card plans sign up new mem- 
hers at the rate of several thousand a 
day 

Credit cards actually got their start 
in the 1920's, when oil companies 
issued cards for the sale of gasoline. 
It is estimated that there are more 
than 16 million credit cards in circu 
lation today, but nearly 90 percent 
of them are special-purpose cards, 
issued by oil companies, individual 


hotels, tele phone and telegraph com 


panies The Universal Ail Travel 
Plan’s card, for which the holder 
plunks down a $425 deposit is ac 


cepted by 113 airlines throughout the 
Fifty-five railroads recognize 
the cards issued by the Rail Travel 
Credit Agency of Chicago. Hertz 


Rent-A-Car System has nearly half 


world 


a-million charge cards, and Avis 
Rent-A-Car has issued more than that 
number. The two giants of the field 
the Diners’ Club and American Ex- 
press, account tor 1.750.000 card- 


carrying members. The newest credit- 
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card plan is the Hilton Carte Blanche. 
The Diners’ Club, which charges 
members a $5 annual membership 
fee. was formed in 1950 with $20.- 
000 capital, a membership of 5000 
and 12 New York restaurants par- 
ticipating. Today the club boasts one 
million members, with a thousand 
new ones being added daily, and 
20.000 outlets in 76 countries. The 
club levies a 7 percent service charge 
on co-operating establishments. Its 
card is honored by hotels, restaurants, 
airlines, night clubs, liquor stores, 
auto rental services, gas stations. 


Ralph E. 


the board of Diners’, sees credit cards 


Schneider, chairman of 
justified only if they are compre- 
hensive enough to supplant “a patch- 
work of credit services.” The Diners’ 
card is, if any is, comprehensive. 
Diners’ officials delight in the story 
of the American newsman who was 
attracted to a dancer in a Madrid 
night club. Told by the headwaiter 
that the girl could take the evening 
off and spend it with him if he 
paid for her time. the correspondent 
reat hed for his chee kbook. The head- 
waiter would not accept a check. but 
when he learned that the American 
had a Diners’ 
charged the lady as dessert. 

The other 
press, counts on its ability to charge 
air, rail, steamsh p and bus tickets— 


ird, he obligingly 


leader. American Ex- 


a field Diners’ is only beginning to 
explore. Members pay $6 a year and 
the company’s billings vary according 
to the country, type and volume of 
business. 

Credit cards also have been making 
inroads into the field of retail credit. 
In New York, both Diners’ and Amer- 
ican Express have lined up a con- 
siderable number of retailers. includ- 
ing clothing, books, homefurnishings 
and specialty shops. 

Naturally this has aroused all sorts 
of competition, and the bankers have 
already begun their counter-attack. 
In New York, the Chase Manhattan 
Bank has introduced what is in effect 
a “poor man’s credit card”. The 
Chase Manhattan Charge Plan has 
marshaled 6000 retail stores under its 
plan. The card-holder charges the 
bank for his purchases and repays 
the debt in monthly installments. The 
rate is 1 percent of the balance. 

In California, the Bank of America 
and several Sacramento stores have 
been testing credit cards for super- 
market shoppers. Under the plan 
shoppers use their Bankamerica cards 
to charge supermarket purchases at 
interest rates ranging from 2 to 6 
percent depending on the size of the 
purchase. These are true per annum 
rates of approximately 4 to 12 per- 
cent, tacked on to the price of bread 
and coffee! 

But there’s trouble brewing in the 
credit card paradise. For one thing, 
lower-price stores and restaurants re- 
fuse to join the plans. They don’t want 
to pay the 7 per cent of card-carriers’ 
purchases which the plans require. 

For another, the credit-card plans 
are having increasing trouble with 
delinquency, which is rising sharply, 
Business Week recently reported. And 
the credit-card companies themselves 
are finding it isn’t too easy to make a 
profit. Business Week reports that the 
Diners’ Club has seen its profit growth 
stall, partly because of heavy advertis- 
ing expenses, while American Express 
and Hilton Credit Corp. both are 
still losing money. 

To be practical about it, the chief 
advantage of credit cards is to higher- 
income taxpayers, who use them to 
claim business tax deductions for 
transportation, entertainment, shelter 
and food. For moderate-income fam- 
ilies, the cards have little advantage 
since the large mass retailers and in- 
expensive restaurants generally do not 
honor them. 


The Credit Union Bridge 











The comprehensive credit card 
may make it possible to charge 
everything, from a shave to a 
college education. 


EDUCATION LOANS .. . 


you can borrow while you study 


NOLLEGE tuition, which twenty 

A years ago cost an annual $400 
to $500. has ballooned to $1000 and 
more. @X¢ lusive ol room, board and 
maintenance. It is not uncommon to- 
day for parents to be confronted with 
a $2500 annual bill for a youngster’s 
education. The average all-round cost 
has been placed at about $1600 by 
the U.S. Office of Education. It also 
has been found that less than half 
of the 


family savings for even 50 percent of 


students can depend upon 
their expenses An estimated 60 per- 
cent of the country’s college students 
earn part of their expenses, but em- 
ployment opportunities for students 
are limited. This is creating a vast 
new field for the use of credit. 

About 800 colleges have their own 


student loan Freshmen 


programs. 
have a more difficult time qualifying 
for these loans than upperclassmen. 
Many colleges will lend up to a full 
year's tuition. Interest rates are about 
2 percent during college, 4 percent 


or less after graduation. 
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Most colleges also can make gov- 
ernment loans available to needy 
students who are in good standing. 
You can borrow up to $1000 a year 
for a total of $5000. The college de- 
cides the amount you should get. 
Interest on this type of loan is a true 
} percent on the unpaid balance. 
Neither interest nor repayment be- 
gins until a year after graduation. 
You then have a ten-year period in 
which to make repayment. Should you 
die. or become totally disabled, the 
loan is cancelled. 

There are commercial lenders in 
this field, too. Among the more suc- 
cessful is The Tuition Plan, Inc., spon- 


sored by Commercial Investment 
Trust, a leading finance company. 
This plan is available through some 
550 prep s hools and colleges. Cost 
of tuition. room, board and other 
fees is paid to the school. The student 

or his family—repay the amount 
advanced in monthly installments. the 
total to be paid off before graduation. 


The cost is 4 percent of the face 


amount for a one-year plan, 5 per- 
cent for a two-year contract and 6 
percent for both three and four-year 
plans. On a four-year plan, $4000 
worth of school bills can be paid off 
in 40 installments of $106 each. a 
total credit cost of $240. Except 
under the one-year plan, life insur- 
ance for parents under 60 is included 
at no extra cost. 

It is not possible to pinpoint exactly 
the true interest rate on these loans, 
since money is advanced at different 
times according to the school’s re- 
schools bill by 
semester, some quarterly, some an- 
nually. But frequently the true annual 
cost ranges from 8 to 16 percent, 


quirements. Some 


depending on the length of the plan 
and how the advances are made (but 
not counting the life insurance in- 
cluded in the plan). 

A newcomer to education financing 
is a Household Finance Corp. sub- 
sidiary called Education Funds, Inc. 
Organized a few months ago. it will 
lend amounts from $700 to $2500 a 


13 





year lor pe riods of one to four years, 
up to a total of $10,000. Payments 
can be spread out for as long as six 
years, but at an extra interest cost. 
The plan purportedly operates on a 
» percent discount basis, a true annual 
rate of 10 percent But. in addition, 
there is a $1 monthly service charge 


and a $2.27 


monthly charge for life 


and disability insurance coverage. 


These extra charges noticeably raise 
the credit cost. On a four-year plan, 


a $1000 loan can be repaid in 46 


TRAVEL 


enjoy, enjoy, 


ey ANS spent an estimated 
[ $28 billion on vacations last 
summer and, according to the Ameri- 
Agents the 
‘reat majority spent cash. But the 
‘tly now, pay later” plans are failing 
to attract the public, 
i\ As on put it 


in which the 


an Society of Travel 


travel agents 
“This is an area 


onsumer seems to be 


ivin have cash will travel.” This 
true despite intensive national 
ulvertising campaigns to encourage 


redit travel 
It is felt by 


industry that among the reasons for 


some in the travel 


resistance to credit travel 
is the lack of coordinated « redit facili- 
ties. Others feel that 


relax and enjoy a vacation faced with 


ronsumel 
people can't 


the prospect of returning home to pay 
off the cle hot 


There are two chief types of travel 
credit: credit cards and airline in- 
tallment payment plans. 

Credit-Card Travel: 


renerally look with a jaundiced eve 


Travel agents. 


on credit plans since the bulk of “on 


monthly installments of $90.77 each, 
a total credit cost of $358.86. This is 
nearly 50 percent more than C.L.T. 

If you study these plans you see 
that they 
financing” plans so. much as a system 


actually are not “college 
like many 
plans. You don't 
actually get $4000°in hand for a so- 
called “$4000 plan”. The lender may 
$500 to $1000 at a 
time, and you take on a schedule of 


. ‘ 
of budgeting the befrower 


other installment 


advance only 


monthly payments. If you started with 


LOANS... 


then pay for it 


the cuff” traveling is done with credit 
cards, which cuts into agents’ com- 
missions. To meet the competition of 
which 
including air, rail, 


Americar 


Express, features 


travel credit 
steamship tickets, tours and accom- 


modations—-the honor 


agents must 
Amex cards. In so doing. they pay a 
2 percent fee to American Express. 


Even 


agents 2 percent on domestic trips and 


rougher, Diners’ charges the 
| percent on foreign, in addition to a 
$500 annual fee. 


Air line rates vary 
Installment-Plan Travel: Although 
most airlines feature a credit plan, 
none of them finance the credit them- 
selves. The contracts are turned over 


which 
charge an average true interest rate 


to sales finance 


companies, 
of 18 percent a year. Among the most 
reasonable is Air France’s Travelair 
Credit Plan. Under this. a charge of 
$31.96 is added to a $500 credit for 
12 months. making the monthly pay- 
ments $44.33. This is a 12 percent 


$500-$1000 capital, and then budg- 
eted yourself for the $90-$100 a 
month, you would save the interest 
cost. 

Many local banks also now have 
similar education installment plans. 
The banking industry has estimated 
that loans to finance education will 
eventually reach $1 billion. Most re- 
cently, a large insurance company 
also has announced a plan of educa- 
tion financing in connection with life 
insurance. 


true annual interest rate. Pan Am. 
on the other hand. adds on a charge 
of $59.92 for the same $500 for 12 
months, making the monthly pay- 
ments $46.66. This is true interest 
rate of nearly 24 percent. 

Most railroads have discontinued 
delayed-payment plans. The New 
York Central, which dropped its plan 
some time ago, explained that there 
wasn’t enough volume to make it 
worth while. You can still use your 
credit, however. to get an upper 
berth on the Santa Fe to the West 
Coast. Finance charges come to 10 
percent. 

Many people finance trips and va- 
cations with loans from their credit 
unions, according to a spokesman for 
the American Travel Association, a 
cooperative travel group. 

A number of banks have instituted 
travel plans for vacationists. Typical 
of these is the plan of the First Na- 
tional City Bank of New York which 
discounts $4.75 a year for a $100 
loan. a true rate of about 9 percent. 
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SALES FINANCE COMPANIES BRANCHING OUT 


The sales finance companies, which account for a 
big slice of the consumer credit pie, have had a 
successful year. They look to 1961 for a bigger one. 
Auto financing is the backbone of the business of 
large finance companies, but increasingly the giants 
in the field are branching into other fields. Essentially 
wholesalers of money, organizations such as GM Ac- 
ceptance Corp., C. |. T. Financial Corp., and Commer- 
cial Credit Corp., are diversifying their activities on 
a wide scale. 

These firms are in the casualty insurance field to pro- 
tect their auto loans and for additional revenue. They 
also now are in the credit life insurance business. 
Commercial Credit Corp., a Baltimore-based concern, 
is even a substantial manufacturer. Its eight sub- 
sidiaries make a variety of products, from printing 


presses to pork sausages. 


C. |. T. recently acquired control of a large insur- 
ance company, and is now selling insurance generally 
—not just to finance customers. C. C. C. still sells 
most of its insurance as a by-product of finance trans- 
actions, though the firm is planning to expand its 


insurance markets. 


The present high standing of these three companies 
is largely due to their early connections with the auto- 
mobile industry. G.M.A.C. was and is a subsidiary of 
General Motors. A part of C.I.T.'s beginnings sprang 
from Henry Ford. Chrysler once had a stake in C.C.C. 


Ranking fourth and fifth in the finance industry are 
Associates Investment Co. and Pacific Finance Corp. 
These five companies do about 75 per cent of all the 
auto finance business. The balance is divided among 


approximately 400 regional organizations. 
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The fact that 
money, just like food or shelter, 
isn't realized by many people. 
This is not true of ignorant 
people only—it's true of every- 


costs 
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areas family wants to get the 

4 best po ble return on its sav- 

Yet many families do strange 
logical things with their money. 

For one thing, many families buy 
thir on installment plans or “budget 
wcounts,” on which they are charged 
nterest rates of 12 percent, 18 pel 
cent, 24 percent or even more. Mean 
vhile, they leave their savings un 
touched, although they are earning 
only 3 or 4 percent on them. Some 
times this makes sense, sometimes it 
doesn't. Probably most people don't 
even stop to think about it. 

Or some families save in special 
Christm counts which pay no in 
terest and sometimes even charge 
penalty They could deposit the 











money in a credit union or even an 














other window of the same bank that 
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SAVING... 


IT PAYS TO KNOW WHAT YOU'RE DOING 


offers the Christmas plan—and earn 
interest on their savings. 

Some save for their children’s edu- 
cation through insurance policies, al- 
though there are a number of other 
safe ways to save for the same purpose 
which pay better. Some buy E bonds 
for short-term purposes, although E 
honds are best suited for long-term 
purposes. Some buy shares in mutual 
funds that do not fit their spec ial 
needs—or buy them according to con- 
tractual plans which involve a risk of 
heavy penalties, although voluntary 
plans are also available in which there 
is no sue h risk. 

Today there are heavy pressures 
on everybody to invest in all sorts of 
ways. Some of these are phony or mis- 
le ading. Inve stment dealers, for ex- 
ample, urge you to buy “a share in 


America.” There is really not much 


connection between buying a share 
in a corporation manufacturing toilet 
seats and buying a share in America. 
Corporations come and go; some 
make profits and some make losses; 
the stability of America does not 
guarantee the future of every com- 
pany that issues stock. 

Too, salesmen for mutual funds are 
knocking at every door. You may 
have a neighbor, a friend or a co- 
worker who sells mutual fund shares 
in his spare time. Some high-pressure 
salesmen who used to sell food freezer 
plans and aluminum siding, now have 
switched to selling mutual funds. 

Savings and loan associations pro- 
mote their service in advertising all 
the way across the country, not just in 
their own areas. They compete vigor- 
ously for your account. Savings asso- 
ciations, and banks too, even offer 
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FIRST OF ALL: take q look at the basic facts 


you a premium for opening an ac- 
count—not just a ball-point pen or a 
wallet, but possibly something more 
substantial in the way of housewares 
or other oifts. It would be possible 
to stock a small gift shop by switching 
from one savings association to an- 
other on a systematic schedule. 
You have to scrutinize these invi- 
tations carefully. 

In this report, The Credit Union 
Bridge offers basic information and 
appraisals of these various kinds of 
savines programs. It is hoped you 
will find this material helpful in com- 
paring the claims of competitors in 
this field. so that you can make the 
most of your 


savings and protect 


vourself from getting hurt 


NY honest 


most of your savings must first 


guide to making the 
point out certain facts: 

1. Often your most profitable in- 
vestment is in financing your own 
purchases by saving for them. This is 
true whether you save the whole pur- 
chase price or just a part of it. Too 
many installment buyers put down as 
little as they can. If you invest your 
money in a larger down payment, you 


often can save finance charges of 12 


to 24 percent. Rarely does any invest- 
ment pay as much as this, whether it’s 
shares in the credit union, common 
stock or anything else. 

Also, if you use your cash to buy 
at the right time of year you can 
make an additional saving. For exam- 
ple, using the family capital to lay in 
fuel oil or coal during the summer 
can save you from 5 to 10 percent of 
the price you will pay two months 
later. That's a retuffm of 30 to 60 per- 
cent per annum on your investment 
in your own needs. 

Similarly, using your cash to an- 
ticipate needs at the January shoe and 
clothing sales can save you 20 percent 
of the price of these necessities. Stock- 
ing up on food staples at September 
canned goods sales can bring you 
investment 
and without any risk of loss. 


large returns on your 


Few families can pay cash for all 


their purchases. But no _ family 
should buy everything on credit, 
either. Your family capital can make 
money for you if you follow this 


three-point program: Pay down as 
much as you can afford to, not the 
least the dealer will permit. Pay back 
as fast as possible, without however, 
signing up for payments that may be 


too big for you to handle. Avoid es- 
pecially the installment 
purchases or borrowings which often 


very small 
involve extra-high finance charges. 

2. Another policy that will help 
build started 


early. The power of compound inter- 


your savings is, get 
est will go to work for you sooner. 
If you save $20 a month for ten years 
at an average yield of 4 percent, 
you'll come out with $2.950. But if 
you start five years later and save $40 
a month for five years at the same 
rate, you ll only have $2.658. In each 
case you have saved the same amount. 
but time and compound interest make 
a big difference. 

3. Its important to pick the right 
program for your needs and goals. If 
you have several different needs. then 
maybe you need several different pro- 
grams. Don’t let anybody tell you that 
one kind of program will serve all 
needs equally well. Specific pointers 
on various kinds of savings and in- 
vestments will be found in following 
pages. 

1. Don't let yourself be over- 
whelmed by the fear of inflation. It 
is often said that common stocks pro- 
tect you inflation because 
(Continued on page 30) 


against 








HOW YOUR 
SAVINGS GROW 
IF YOU SAVE 
$5 A MONTH 








dividend rate 
Years 2% 3 us 4 45 5 
1 $ 60.82 $ 60.98 $ 61.14 $ 61.31 $ 61.47 $ 61.64 
2 123.16 123.80 124.44 125.09 125.74 126.39 
3 187.07 188.52 | 189.98 191.45 192.93 194.43 
4 252.60 255.20 | 257.83 260.49 263.18 265.91 
5 319.76 323.89 | 328.08 332.32 336.63 341.00 
6 388.62 394.66 400.80 407.06 413.42 419.90 
7 459.22 | 467.57 | 476.10 484.41 | 493.71 502.80 
8 531.58 542.68 554.05 565.70 577.65 589.89 
9 605.77 620.06 634.75 649.86 665.40 681.38 
10 681.83 699.78 718.31 737.43 757.15 777.52 
11 759.79 | 781.91 | 804.81 828.52 853.08 | 878.51 
12 839.72 866.52 894.37 $23.30 953.37 | 984.62 
13 921.66 953.69 987.09 1,021.91 | 1,058.23 | 1,096.11 
14 | 1,005.66 1,043.50 1,083.08 1,124.50 | 1,167.86 1.213.23 
15 1,091.78 1,136.01 | 1,182.46 1,231.41 | 1,282.47 1,336.29 
| 
16 1,180.06 1.231.33 1,285.35 1,342.29 1,402.30 | 1,465.57 
7 1,270.56 1,329.53 1,391.88 1,457.83 1,527.59 | 1,601.40 
18 1,363.33 1,430.69 1,502.16 1,578.03 1,658.58 1,744.11 
19 1,458.45 | 1,534.91 1,616.34 1,703.09 | 1,795.52 (| 1,894.04 
20 | 1,555.95 | 1,642.28 1,734.55 1,833.20 | 1,938.70 2,051.57 
| | 
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HOW MUCH? 


You have to answer this for yourself 


b recent years, Americans and 
( 


anadians both have been saving 


ibout 7 percent of their income afte 


taxes. Of course this is just an aver 
age. People with large incomes save 
mor people with small incomes save 
less 

But there ire other differences, 


showlt that when peop! know they 
have to save. they do. People who ar 
self-employed save much more, on an 
average than others even though 
they don’t necessarily make any more 
Possibly this is because when you're 
your own boss you have to look 
ahead and plan 

Budget experts say that you are 
more likely to save if you save for a 
parti ular purpose This makes sense. 
It easier to save when you know the 
money is going to be useful someday 
ind give you satisfaction. whether it’s 
in the form of a boat. or a house, or 
education for your children 

Saving, in other words, is just post- 
spending. Borrowing 


poned means 


using things befare you pay for them 
or while you pay for them. Sometimes 
its advisable to save for something. 
sometimes it’s wiser to buy it on credit 
your own personal situation has to 
govern the decision. But in the long 
run the family that never saves. that 
always buys on credit, will not live so 
well as the family that saves. The 
saver makes extra ine ome in the form 
of dividends or interest on his sav- 
ings; he also avoids paying extra, in 
the form of finance charges or inter- 
est on loans. The difference between 
wisely planned saving and impulsive 
heedless borrowing may easily make 
a difference of $200 or $300 a year, 
and this in turn shows up not only in 
your standard of living but also in 
your peace of mind. 
save? 


How much should you 


There's no pat answer to this ques- 


tion. Only vou can answer it, after 
long and honest appraisal of your own 


needs and prospects. 





COMPULSORY 
OR 
VOLUNTARY ? 


Besides dividends and 
safety, the kind of saving 
that is best for you also de- 
pends on what kind of person 
you are. 

/{ you know how to handle 
money and can stick to the 
program you set up jor your- 
self, then voluntary methods 
are best. They pay best, and 
there are fewer penalties. 

But if you need some kind 
of compulsion to make you 
save, then you will have to 
pay somebody else to force 
you along. Savings programs 
built into insurance policies 
or mutual fund contracts do 
not pay as well as some kinds 
of voluntary savings plans; 
but they are good programs 
for some people. 














SAVINGS ACCOUNTS... 


there are differences 


. four most popular places to 
save cash are credit unions, mu- 
tual savings banks in 17 states, com- 
mercial banks, and savings and loan 
associations 

Of these, credit unions and savings 
and loan associations generally pay 
the highest interest rates or dividends. 
They are followed by mutual savings 
banks, and then by commercial banks. 

You can deposit savings in post 
offices, too: but the interest rate is 


low 12 


percent). Interest earned on 


postal savings is not compounded 
automatically. You must call for it 
and buy new postal certificates. or it 
lies idle and ceases to w rk for you. 

Like government bonds, savings ac- 
counts in credit unions, banks and 
savings and loan associations are “par 
value” investments. You can get back 


on demand all the money you de- 
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posited, together with accumulated 
dividends. Unlike E bonds, your de- 
posits start earning full dividends 
immediately 

Thus, for short-term and intermedi- 
ate savings, such as those you are cer- 
tain you won't need to withdraw for 
at least three years, credit union and 
some other savings accounts will earn 
greater yield than E bonds, and some- 
times even on the long range. 

It pays to shop for the highest rate 
available in your area among the 
different savings institutions, if you 
know what you're doing. Dividends 
or interest paid vary, not only among 
types of institutions but even among 
the same kind of institutions in one 
area, 

For example, savings banks in New 
England pay relatively high interest, 
close to that paid by credit unions and 


savings and loan associations. But 
those in the Midwest often pay rela- 
tively low interest rates. Among sav- 
ings associations, dividends are high- 
est on the West Coast and in some 
Southern states, but lower on the East 
Coast. 

Christmas clubs pay little or no in- 
terest. Some people feel clubs encour- 
age thrift; that “club members” 
would not save without a prearranged 
and theoretically compulsory plan. If 
this is so in your case, then a club 
plan may help. But it would be more 
profitable to set up your own savings 
schedule. 

Actually most club savers are not 
saving for Christmas. One survey 
found that one out of four saved for 
Christmas, while 31 percent trans- 
ferred their club savings to regular 
accounts; 10 percent used the accu- 
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mulated funds to pay taxes; another 
10 percent used the money for in- 
surance premiums. and the others 
used it for mortgage payments, year- 
end bills and home-furnishings pur 
chases. 

Some hanks and savings and loan 
associations now also offer “college 
club” accounts. These work the same 
way as Christmas clubs—regular sav- 
ings for a particular purpose. Unlike 
the Christmas clubs, the special col- 
lege savings accounts do pay interest. 


goal 


But while saving for a specific g 


does encourage saving, it’s still wise 
to compare the interest rate with that 
offered by other institutions. The “col- 
lege club” name is merely psychologi- 
cal. You can start a savings account 
for college at any credit union. bank 
or savings and loam association simply 
by setting up your own schedule of 
regular deposits. and reserving the 
accumulating funds for that purpose. 

Sometimes savers are concerned 
that money deposited in savings and 
loan associations is not as “liquid” as 
in credit unions and banks. These as- 


sociations have their funds invested 
mostly in long-term mortgages. Thus 
their assets would not be as “liquid” 

meaning, readily obtainable — if 
many depositors wanted to withdraw 
their savings at the same time. In such 
an event, the association can legally 
rotate demands for withdrawal, or 
otherwise restrict withdrawals. But in 
actual practice, most associations, at 
least at this time, permit withdrawals 
at will, just as other institutions do. 

“Safety” is different from “liquid- 

(Continued on page 30) 





ADVANTAGES OF SAVING IN A CREDIT UNION 





CONVENIENCE: A credit union usually is the most convenient of all places to save, and many 


members say they have never found it possible to save in any other way. Members 
who cash their paychecks at the credit union office and members who are making 
payments on loans, should put money into their share accounts at the same time. Payroll 
deduction is helpful, but it is by no means essential. 


RETURN: Most credit unions today are paying around 4 percent dividends on share accounts. 
Credit unions do not aim at the highest possible dividends, but they try to do well 


enough to encourage saving. 


AVAILABILITY: In practice. savings can be withdrawn from a credit union at any time. Le- 
gally, however, a credit union has the usual emergency power given to financial insti- 
tutions to require prior notice. Liquidity of credit union savings is generally considered 
to be about on a par with banks and savings associations. 


SAFETY: Credit union share accounts are protected by fidelity bonds, government examina- 
tions and internal auditing. However, it should be made perfectly clear that there is 
no government deposit insurance program for credit unions. In many areas, the credit 


union movement is developing “stabilization programs” to serve this purpose, but they 


are quite new. 


A BONUS: Most credit unions also buy a kind of group life insurance to serve as a bonus to 
savers. It is called life savings insurance, and with certain limitations it doubles the 
savings of members who die. In most cases, members are not charged for this insurance. 


SOCIAL VALUE: When you save in a credit union, you are supplying the funds which the 
credit union uses to make loans to its members. Most credit unions are occasionally 
helping some member who couldn’t get this kind of help anywhere else. It should be 
a source of satisfaction to be able to reflect that your savings are occasionally being put 
to use in such a way. 
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REAL ESTATE... 


something new has been added 


R' AL ESTATE sounds like an im- 


posing investment. But actually, 
real estate often has been a favorite 
investment of moderate-income fami- 
lies in such simple forms as two-family 
houses and rental bungalows. Such an 
investment gives the owner a chance 
to profit not only from the use of his 
capital, but on his labor in managing 
and maintaining the property 
But until recently. small savers have 
been held back by the meagerness of 
iheir capital and knowledge of real 
estate from such profitable post-World 
War Il ventures as 
shopping 


apartment and 
center projects Now how 
ever, rental-property syndicates have 
been developed for small investors 
Operating something like a mutual 
fund. these syndicates pool a number 
of small investments into a kitty big 
enough to buy. with the help ol a 
mortgage ofhce 


buildir 


Py pic illy 9250 or 500 small in- 


an apartment house 


o! shopping cente! 


vestors chip in $1000 apiece to buy a 
relatively large property. The manage 
ment of the syndicate operates it and 
the investors share the income after 


expenses are paid 


Besides high returns of 8 to 10 per- 
cent, real-estate investment has a tax 
advantage. Whether you participate 
in a syndicate or own an income prop- 
erty yourself, you can deduct “depre- 
ciation” of the property from your 
income from it. Carefully-chosen, 
carefully-maintained real estate also 
“hedges” a family against inflation. 
As prices in general increase, so do 
property values. 

But you also can lose your shirt. 

People who think real-estate syndi- 
cate shares are readily redeemable 
like mutual fund shares any time they 
want their cash. may be headed for 
trouble. For if real estate is one of the 
most profitable investments. it’s also 
the least liquid. Some of the larger 
syndicates try to maintain a “market” 
for shares by maintaining waiting 
lists of prospects who want to buy 
shares. But there never is any guar- 
antee that you easily can sell your 
piece of the venture—-or if you do, 
that you will recover as much as you 
originally invested. Whether through 
a syndicate or on your own. real 
estate always must be considered a 


long range investment, never a plac e 





to commit your special “goal” funds 
or emergency reserves. 

Even more dangerous is the fact 
that this new type of investment al- 
ready has been marred by exagger- 
ated promotion. One exaggeration: 
some syndicates have promised as 
much as 12 to 15 percent return. But 
the properties needed so much repait 
that the yield turned out to be con- 
siderably less. In fact, sometimes in- 
vestors have had to put up additional 
capital. Generally the higher the re- 
turn, the more risk. 

To protect yourself: 

1—Check the reputation of the pro- 
moter with your local Better Business 
Bureau and State or City Attorney 
General. The syndicate organizer's 
ability and reliability are your only 
real safeguards against loss of your 
investment. 

2—Try to get an independent ap- 
praisal of the value of the property 
offered by the syndicate. 

3—Ask your lawyer or a qualified 
real-estate expert to analyze the offer- 
ing to see whether an excessive part 
of the income will be taken by the 
syndic ate promoter or management. 


Saving is a habit that is easy to 
learn, as many credit union mem- 
bers have discovered. 










...aS an Owner 
of your 
credit union 
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YOU SHOULD KNOW ABOUT THESE 3 IMPORTANT 
FUNCTIONS OF THE CUNA INSURANCE SERVICES DEPARTMENT 


The CUNA Insurance Services Department counsels with 
ADVISORY leagues and credit unions on the variety of risks faced by each. 
It can help you to appraise these risks and frequently help to 


determine practical ways of reducing or eliminating them. 


The CUNA Insurance Services Department continually studies 


different types of casualty insurance which affect leagues or 


RESEARCH credit unions. Where it seems desirable to insure the risk 


the Department makes suggestions on the best type of insur- 


ance to buy. 


The Department provides coverage where possible in necessary 


PROCUREMENT areas. It also acts as the agent between CUNA, the league’s 


supervisory agencies and the carrier. 


cuna /nsurance 
SERVICES DEPARTMENT 


MADISON, WIS. ¢ HAMILTON, ONT 


UNDERWRITTEN BY EMPLOYERS MUTUALS OF WAUSAU 
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INSURANCE: 


do you need 
compulsion ? 





IF YOU 
LOSE A BOND 








li a savings hond is ever 
lo t. stolen or de stroved write 
the Bureau o; The Public 
Debt. Division of Loans & 
Currency 36 South Clark 
Street, Chicago 5. State the sé 
rial number with prefix and 
suffix letters), month and year 
of ssue and your name and 
address. The Bureau will send 
you a form to fill out and issue 


you a new bond 








tN 
N 


NSURANCE and annuities are no- 

risk savings. But generally they are 
not as profitable as the other no-risk 
savings. The cash value credited to 
your policy usually earns 3 percent 
nowadays. which is less than that gen- 
erally offered by credit unions, E 
bonds, savings and loan associations, 
and savings banks. 

Another disadvantage is this: If 
you want to withdraw vour money 


early 


n the life of your policy, you 
cant get back all of your cash value. 

For example,<a $5,000 whole-life 
policy offered by one company costs 
you at age 35, $105 a year. Since you 
could buy a $5000 renewable term in- 
surance policy without any savings 
feature for $35 or less. you have to 
assume that $70 of your annual pre- 
mium goes into cash value. But if you 
were to cash in this particular whole- 
geet back no 
cash value during the first two years. 
and less than $100 in the third year. 


life policy. you would 


That is because a large part of your 
initial payments went to the “acqui- 
sition” cost and salesmen’s commis- 
sion. Only in the later vears of the 
policy could you get back an amount 
approaching what the same dollar in- 
vestment would have brought you in 
other safe programs. and you would 
never catch up ¢ ompletely. 

The argument often advanced in 
favor of life insurance as a savings 
medium is the same advanced for 
Christmas clubs: it has a regularized, 
compulsory aspect: that otherwise, 
you would not have saved this money. 
For some. even many. families this 
may be valid. But you should realize 
that you pay a fee for this supervision. 

Besides the compulsory-savings fea- 
ture, ordinary life insurance has an- 
other advantage as a form of savings: 
you can convert your cash value into 
a retirement annuity, when you retire, 
for less than you would have to pay 
for the same annuity if you bought it 
outright. 

For higher-income families, sav- 
ing through life insurance also has 
some tax-avoidance value. 

Investment in old-age annuities, 
which pay you a lifetime income, sim- 
ilarly earns you only 3 per cent. But 
an annuity does have one clear advan- 


tage as an investment for retirement 
years. It’s the only way you can make 
sure you won't outlive your capital. 

You can buy an annuity either on 
installments while you're still young, 
or wait until you retire and buy it out- 
right. If you have the self-discipline 
to save on your own account, and even 
if your savings earn only 3 or 31% 
percent, you generally can buy a big- 
ger annuity outright than if you paid 
the same installments into a deferred 
plan. But there are exceptions: 

If you have access to a group 
deferred-annuity plan through your 
employer. union, professional or fra- 
ternal association. vou often can save 
10 to 15 percent of the cost of the 
same annuity bought individually. 
Even groups of as few as 10 to 25 
employees now have such plans. 

If you're in a somewhat higher 
tax bracket. installment purchase has 
an advantage. The interest earned by 
your savings in an annuity plan is 
not taxable until you start collecting 
the income. But at that time, your 
taxable retirement income may be 
low enough so you escape any actual 
tax liability. 

For many wage-earners. the growth 
of employer-paid pensions negotiated 
between employers and unions has 
lessened the need to buy private annu- 
ities. Such pensions are not a form 
of investment in the literal sense, but 
actually are one of the best invest- 
ments of fringe benefits. 

For example. the pension consultant 
for the American Newspaper Guild. 
Joseph Daoust. recently pointed out 
that on a cash wage increase, employ- 
ees must pay 20 percent income tax, 
plus state taxes. But there are no 
taxes on the amounts contributed by 
an employer to a pension plan. and 
no tax on the interest a pension fund 
earns. 


Even when you collect the pension 
after retirement, you probably will 
pay no tax on the payments. Theo- 
retically, you are liable for tax on 
part. But in actuality, the higher 
exemptions permitted people over 65, 
and the lack of much other taxable 
income, will probably keep you well 
below the taxable limit. 
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Saving for a purpose is 
easier for most people, 
and they get growing 
satisfaction from it. 


E BONDS: 





they taught millions how to save 


U5 Government FE bonds bought 
after February 1, 1957, now yield 
3°%4 percent annually if held to ma- 
turity. Those bought before that date 
now earn 31% percent at maturity, in- 
cluding bonds you may have bought 
years ago when the yield was original- 
ly scheduled to be only 3 percent. You 
don’t have to do anything to secure 
the new rates for bonds you already 
own. It will be added when you cash 
them. 

The yield on E bonds compares well 
with other no-risk savings. Some 
credit unions and Federally-insured 
savings and loan associations pay 
more. 

Special advantages of the E bonds 
are: You can postpone your tax lia- 
bility on the increase in value until 
you actually cash them in. Also. the 
yield is guaranteed until the bond ma- 
tures, and the Treasury has promised 
a ten-year extension privilege even 
beyond then. Rates paid by other 
types of savings could return to lower 
levels in a time of low interest rates. 

However, E bonds are most suitable 
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for long-term savings, not for short- 
term purposes, even though many 
families use them that way. 

Surveys have shown that wage- 
earners often buy E bonds on payroll- 
deduction plans for such short-range 
goals as buying furniture. Some even 
cash in their E bonds regularly at the 
end of each month as soon as received. 

But when savers use E bonds this 
way, they forfeit all or most of the 
interest that short-term savings could 
earn while they accumulate. E bonds 
earn you nothing the first six months 
and less than 2 percent the second six. 
Not until the third year do they earn 
over 3. 

Actually, the best use of E bonds 
would be for retirement purposes or 
as a safeguard against unemploy- 
ment. Since you can postpone the 
tax liability on the increase in value 
until you actually cash the bonds, 
most retired people thus escape any 
actual tax liability. 

Similarly, during a period of un- 
employment, you probably would 
have little other taxable income and 





would escape any tax on cashed-in E 
bonds. 


E bonds have much the same con- 
venience as savings accounts. They 
can be bought on payroll deduction or 
at a bank, and can be cashed in either 
at a bank or at the nearest Federal 
Reserve office. 


Cashing bonds is simpler, in case 
of death, if you name a co-owner. A 
beneficiary named on the bond can 
cash it, but must present a death cer- 
tificate. 

Government H bonds earn the same 
334 percent as E bonds. But the inter- 
est is paid by check every six months 
instead of accumulating until you 
cash in the bond. This feature is use- 
ful to people who want the interest 
as a regular income, as in retirement 
or widowhood. Too, you can exchange 
E bonds, both matured and unmatured 
for H bonds and thus defer paying 
income tax on the E-bond earnings 
for a full ten years or until you cash 
in the H bond. This is a help to peo- 


ple nearing retirement. 
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this is a kind of expert knowledge that 
most small investors lack. 

Another way stocks is the 
Monthly Investment Plan offered by 
members of the New York Stock Ex- 
You select the stock or stocks 


you want and agree 


to buy 


( hang 


to invest at least 
$40 a month o1 quarter. If you invest. 
say. $50 a month. and select a stock 
with a market value of $40 a share, 
each month 114 shares are credited to 
your account. Since the price of the 
stock will fluctuate, some months you 
will get fewer shares, sometimes more. 
This provides what is called “dollar- 
averaging.” Dollar-averaging is a 


technique rt 


investing a certain 


amount every month so you buy your 


stocks at an average or medium price. 


Some months you may pay more, 


some months less, but you’re guarded 


against doine all your buying at a 





high point just before the price may 
tumble. In fact. the arithmetic 
out so that you buy 


works 
your stock for a 
little less than the average price of the 
stock during the period you are buy- 
ing. 

Brokers charge higher commissions 
on such small piecemeal purchases 
than on outright larger purchases. The 
commission on purchases of less than 
$100 is 6 percent, or $3 on each of 
those $50 purchases in the example. 
and $36 over a year’s time. In com- 
parison, by accumulating $50 a month 
and investing $600 at the end of a 
year. the commission would be only 
$11. Or if 
three months. 


you invested $150 every 
your total commission 
expense would he $24 a vear. 

The Monthly Investment Plan 
doesn’t automatically buy diversifica- 
tion—as mutual-fund shares do—but 
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it can be worked out. For example, 
M.L.P. 


shares in closed-end investment com- 


small investors use to buy 
panies. Another way ie to follow sev- 
eral quarterly plans simultaneously. 
Rather than invest $50, say, in just 
one stock every month, you could in- 
vest it in a different stock every third 
month. 

Among favorite choices of M.LP. 
investors so far have been chemical 
and natural gas companies, which are 
venerally considered “growth” stocks, 
and public utilities, generally stable 
income payers. 

Another popular way to invest is 
through investment clubs. These are 
organized by people employed in the 
same place, men in the same trade or 
profession. homemakers in the same 
neighborhood or people who have 
other ties. 

In a typical venture. a group of 12 
families decides to invest $25 a month 
each. The club holds meetings at least 
once a month, at which assigned 
members report on their research into 
spec ific stocks. Then members vote on 
which to buy. Dividends and profits 
from sales can be reinvested or di- 
vided up. however the club decides. 

Other clubs sometimes appoint an 
investment committee to research pos- 
sible purchases or get guidance from 
brokers’ many 


clubs. members chip in as little as $10 


representatives. In 


or $15 a month. In others. rather than 
a set amount. members can invest 
varying sums as they wish. 
Investment clubs have several ad- 
Brokers’ 
lower per member. and diversification 
is easier to achieve than if you buy 
stocks by yourself. While the clubs 
don’t have the constant professional 
supervision of the large mutual funds, 


they are able generally to get infor- 


vantages. commissions are 





mation more readily than most in- 
dividuals, and the members also pool 
their research effofts and knowledge. 

This. of course, is only a basic de- 
scription of the various ways of invest- 
ing in stocks. Any family considering 
such an investment program needs 
much more research and guidance to 
make certain of wise selection. Here 


are additional sources for facts: 


MORE INFORMATION: Brokers 
and trust departments of the larger 
banks have research departments 
which furnish reports on trends in in- 
dustries and prospects of specific com- 
panies. They also will review your in- 
vestments to see if they fit your goals. 
and still look promising. It’s important 
with an active re- 
search department. Ask to see the kind 


of reports the firm provides. 


to select a broke 


But even the advice of professionals 
must be compared. There have been 
many instances in which they recom- 
mended stocks which later collapsed, 
or advised buying or selling at what 
later proved to be the wrong time. It’s 
safest to get several opinions, and 
check stock’s 


yourself, You can’t get too much in- 


also into a prospects 
formation before buying stocks. 
financial 


are another important source of facts. 


Corporation statements 
Earnings. dividends and other data 
are reported in the larger daily news- 
papers. will 
send you copies of their statements. 


Companies themselves 
These will give you facts on past and 
current earnings and the general state 
of the company’s business. 
Professional advisory services are 
sometimes expensive and sometimes 
have varying records of success. Some 
even have been criticized for a “tip- 
ster” type of approach encouraging 
excessive speculation. But there are 


long-established services which supply 
factual data on individual companies. 
Some brokers supply the reports of 
these services free to customers. 
Among’ widely-used services are 
Standard & Poor’s Reports, 345 Hud- 
son Street, New York; Moody’s In- 
vestors Service, 65 Broadway. New 
York; Data Digests, 
New York. 


Basic booklets about buying and 


55 Broadway, 


selling stocks are available from the 
New York Stock Exchange Publica- 
tions Division. 11 Wall Street. New 
York. and American Stock Exchange, 
86 Trinity Place. New York. 
Brokers also offer 
booklets. Your local Better Business 
booklets on “investing 
at 10 cents each. or these 


informative 
Bureau has 
with care.” 
can be secured from the Association 
of Better Business Bureaus, 405 Lex- 
ington Avenue. New York. 


—Periodicals featuring investment 
information include “Financial 
World.” “Barrons.” “Forbes.” “Wall 
Street Journal,” Commercial and Fi- 
nancial Chronicle” and “The Maga- 
zine Of Wall Street.” Some of these 
are relatively expensive, but your local 
library may carry several which you 
can read. The New York Stock Ex- 
change also publishes a monthly mag- 
azine, “The Exchange.” at $1.50 a 
year. 

Among basic books your public 
library may have are “The Intelli- 
gent Investor.” by Benjamin Graham; 
“Investments,” by Fuller and Dowrie; 
“How To Buy Stocks.” by Louis 
Engel; “Introduction to Investments,” 
by J. C. Clendenin; “The Stock Mar- 
ket.” by George Leffler; ““What About 
Mutual Funds.” by John Straley; 
“Your Dr. Leo 


Barnes. 


Investments,” by 





COMPARATIVE 
YIELDS 

AND PURPOSES 
OF DIFFERENT 
TYPES OF 
SAVINGS* 








NO-RISK SAVINGS 


Credit Unions 
Savings & Loan Assns. 
Mutual Savings Banks 
Commercial Banks 
U.S. "E" Bonds 
Insurance Policies 


SPECULATIVE INVESTMENTS** 


Mutual Funds 

Common Stocks 

Bank Stocks 
Insurance-Company Stocks 
Real Estate 


*As of November, 1960 


**Not including potential capital gains or losses, but only dividend income. 


Typical Savings 
Yields Purpose 
2% Short or long range 
3'/2-4'/2 Short or long range 
33%, Short or long range 
2'/2-3 Short range 

3 Long range 

2'/2-3 Long range 


4-5%, Long range 
4/2 Usually long range 
4 Usually long range 
3'/2-3% Usually long range 
8-10 Long range 
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ae EST way to invest in stocks 
nN 


is to buy shares in a mutual 
fund. Its experts decide which stocks 
and bonds to buy and sell. and you 
share in the dividends, the profits and 
of course inv losses. You can invest 
either a small amount each month or 
a lump sun 

Actually, mutual funds relieve you 
of only part of the investi iob. 
There are some 150 funds with vary 
ing objective ind degrees of risk 
and potential gai You still have to 


select the most suitable one for your 


Nor do mutual funds eliminate all 
risks By pooling 


they secure diversification. But while 


many investments 


diversification protects you trom the 


obvious danger of putting ill your 
money in just one or two stocks. it 
doesn t protect against fluctuations in 


the stock market itself. In fact. their 
very diversification assures that mu- 
tual funds will rise and fall with the 
market 

A sales 


about 8 percent in most cases Is added 


commission or “load” of 


to the price you pay tor mutual-fund 
shares. If a fund pays dividends of 
3 to 5 percent. and without consider- 
ing potential capital gains or losses, 
it takes about two‘tyears of dividends 


to recover an & percent sale 


ommis 
sion. Hence mutual funds are not for 
short-term savings but only for funds 
you will not need soon or in an emer 
gency 

Several funds have smaller loads. 
and at least eight that don’t employ 
outside salesmen make no charge. But 
advise that 
should pick funds. on the basis of man- 


all expe rts investors 
agement skill as shown by past per- 
rather than load Also, 


while some funds have a high initial 


formance 
sales fee, they permit reinvestment of 
dividends without additional charge 
This is especially useful for.a family 
building for the future and not in im- 
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MUTUAL FUNDS... 


let the experts pick your risks 


mediate need of the dividends. 

While the sales 
purchases of mutual-fund shares is 
higher than for stocks bought directly 
through brokers, you don’t have to 


commission on 


pay an additional commission when 
you sell. 

Mutual funds also charge you man- 
agement and custodian fees. generally 
¥, of 1 percent. On an investment of 
$1000 you would pay $7.50 a year 
besides the sales charge. 

There are two ways to buy mutual- 
fund shares. Under the “contractual” 
plan. you sign a contract to invest so 
much each month. This method penal- 
izes you if you want to withdraw soon 
after starting. If you dropped out at 
the end of the first year, you would 
lose 35 percent or more of your in- 
vestment in many mutual funds. That 
much went to pay the sales fee. Even 
if you dropped out at the end of the 
tenth year, you could lose as much as 
9 percent of the money you put in. 

Under the 


sign no contract. and can discontinue 


“voluntary” plan, you 
it will. If you drop out early. you 
lose only the sales fee of generally 
8 percent of your investment. Too, 
more of vour money immediately goes 
to work earning dividends. since less 
initially is diverted to the sales fee. 

While the voluntary plan is safer, 
the advocates of the contractual plan 
argue that it is a kind of enforced 
savings which may be useful to some 
families. Often the salesmen for funds 
try to convince families to use the 
contractual system. The chief advan- 
tage of this goes to the salesman; he 
is sure of his commission even if the 
family subsequently discontinues its 
pure hases 

Mutual funds are generally classi- 
fied as “balanced” funds (holding 
bonds and preferred stocks as well as 


common stocks): “income” funds 
(concentrating on currently high- 


‘ 


yielding securities), and “growth” 


funds (specializing in growth stocks) . 

It is important not to pick a fund 
with the wrong objective. Older peo- 
ple. for example, have been known to 
buy shares in funds 
rather than the more logical “income” 


growth-type 


type, which provide more imme- 
“Growth” funds. like 


“crowth” stocks, are most suitable for 


diate income. 


young families, who don’t need in 
come immediately but prefer to wait 
for greater return in the future. So- 
called “growth” companies are those 
that plow back more of their profits 
into research and expansion. and so 
pay proportionately lower dividends. 

Some experts consider “balanced” 
funds dubious for young families, 
since it’s unnecessary to pay a sales 
fee for an investment in bonds. For 
example, on an investment of $3000 
you would pay a sales fee of $240. 
You could balance your own invest- 
ment by putting. say. $1000 in bonds 
yourself, and investing $2000 in a 
common-stock fund, thus paying only 
$160 of commission and also saving 
the management fee on the other 
$1000. 

Mutual funds are required by the 
Investment Company Act to state 
their “load”, objective and record 
(how they made out in the previous 
ten years). This gives you a chance to 
shop for the most suitable and most 
successful fund, just as you compare 
values in houses or overcoats before 
you buy. Some mutual-fund salesmen 
promote aggressively a _ particular 
fund which they directly represent. 
But they will show you the prospec- 
tuses of other funds on request. It’s 
illuminating and informative to com- 
pare prospectuses of several funds 
that suit your objectives before you 
decide. 

Another managed type of invest- 
ment called “closed-end” investment 
companies often is used by experi- 
enced investors. Unlike the “open- 
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end” mutual funds, which will sell 
new shares at current asset value to 
anyone who wants to participate, the 
closed-end companies have a fixed 
number of shares. You buy or sell 
these through a broker like any other 
stock. You pay just the normal bro- 
ker’s commission, which generally is 
lower than for mutual funds. 
Closed-end companies sometimes 
sell above their asset value (which is 
the per-share market value of the 
per-share market value of the stocks 
below. 
When selling below “asset value”, that 


they own) and sometimes 


means. for example, that for $50 you 
may be able to buy a share in an in- 


vestment company with assets equal to 
$60 a share. Thus for $50 you really 
buy stocks that would cost you $60 
if you bought them on your own. 
More sophisticated judgment is re- 
quired in buying a closed-end com- 
pany than a mutual fund. Open mu- 
tuals are priced at current asset value 
plus sales fee. 


MORE INFORMATION: You can 
get lists of mutual funds and invest- 
ment companies, and literature de- 
scribing how they operate, from the 
National Association of Investment 
Companies, 61 Broadway, New York. 
You can get information on sales 


commission, objectives and past per- 
formance records of the various mu- 
tual funds from “Buying Guide To 
Mutual Funds & Investment Com- 
$3.95, from American Re- 
search Council, Larchmont, N.Y.. and 
the Mutual Fund Directory. $2 from 
Dealers Digest Publishing Company, 
150 Broadway, New York City. De- 
tailed performance records can be 
looked up in the Arthur Wiesenberger 
& Company “Investment Companies” 
and “Chart & Statistics Book”, and 
Johnson’s “Investment Company 
Charts”. These cost $25 each and $35 
for Johnson’s but may be examined 


panies’, 


at offices of investment dealers. 


PREFERRED STOCKS, BONDS... 


REFERRED stocks and corpora- 

tion bonds are less risky than 
common stocks. But while they can 
protect a small investor against mar- 
ket declines, they don’t share in in- 
dustry growth or market booms to the 
extent of common stocks, thus are not 
usually a hedge against inflation. 

In fact. often preferred stocks and 
corporation bonds have had little ad- 
vantage over no-risk investments like 
credit-union savings and Government 
E bonds, while they do have some of 
the speculative risks of stocks in gen- 
eral. Unlike E bonds, corporation 
bonds do fluctuate in value, although 
not generally so much as stocks. Also, 
the fact that you buy, say, a 4 per- 
cent bond, doesn’t mean your invest- 
ment necessarily earns that amount. 
It could earn more or less depending 
on the actual price of the bond at the 
time you bought it. 
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few advantages 


Preferred stocks have a prior claim 
over a corporation’s earnings and 
therefore are more stable than com- 
mon stocks. But stocks 
fluctuate. too, even if to a lesser ex- 


preferred 


tent. Thus, you can’t always be sure 
of getting back as much as you invest. 
Often preferred stocks pay a greater 
return than corporation bonds and 
sometimes even more than common 
stocks. But unless the yield from a 
preferred stock also is more than that 
from credit-union and other savings 
accounts and E bonds, there is little 
point in assuming the added risk with- 
out corresponding additional yield. 
There is a specialized type of pre- 
ferred stocks and bonds which does 
participate in market advances or in- 
dividual company successes. These are 
called “convertible” issues. They can 
be exchanged for common stock of the 
same company at a pre-established 


ratio. 

For example, suppose you pay $100 
for a certain corporation’s convertible 
preferred. It pays, say, a $3 dividend. 
But it also can be exchanged, in this 
example, for two shares of the com- 
pany’s common stock whenever you 
wish. When the market price of the 
common rises above $50, such ex- 
change becomes profitable. 

Not all corporations issue convert- 
ibles. Any reputable securities dealer 
can give you a list of such issues. But 
you also need to gauge (1) whether 
the convertible security seems reason- 
ably priced for the income it yields; 
(2) Whether the issuing corporation 
itself appears to have promising earn- 
ings prospects; (3) whether the price 
you would have to pay is not too far 
above the pre-established redemption 
price at which it can be called in for 
refund. 
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AUTO LOANS 
(Continued jrom page 0) 


third of the companies paid out less 


than 10 percent. The profit in such an 


operation 1s fantastically high. 
The commissioners found that three 
insurance compante : specializing in 


this type of insurance took in a total 
of S55.0 million one recent veal and 
paid out in claims only $7.4 million 


or 22 perce { 


he ommissioners also found that 
over half the insurance companies 
paid in commissions rebates or kick 
backs. ove 1) percent of the fees 
charged installment buyer ind bor 
rowers for such insurance. Some com 


missions or kickbacks ranged as high 


as SO percent If vou had a balance 
of. sav. $1000 on the purchase of a 
car. and the dealer or lender added 
$22 lor credit life insurances he 
was able to pocket as much as S16 
f it for himself 

Some finance companies have set 
up their own insurance companies for 


the specific purpose of se lline credit 
life insurance The commissioners 
found that one insurance company 
1 wholly-owned subsidiary of one of 
the largest national finance compan 
ies. paid out only 21 cents in claims 


for every dollar it took in on the sale 


of credit life insurances 

Now. the state insurance commi 
sione! vant the companies to limit 
their take to 50 percent ot the pre 
miums charged. This is still high 
price lmost twice as much as regular 
msurance ompat require te their 
overhead and profit on ordi y life 


(¢ | } 
Th | the no tluabl 
service ( ul or ( \ | ider. 

provide 

Credi take nterest 
i heir t er and ve the 
i! I ii take ! ustomet! 
\ credit u hen al Lid 
ind done t nes I more ia 
lan ly relat ship When i loan 
ipplicatic ubmitted to a credit 
uniol loa mmittee. the question 
the comn ten sks i not Will we 
make money on this loar But. Will 


this loan help the member 
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FROM THE 
MANAGING 
DIRECTOR: 


YOUR DUTY: ELECT CAREFULLY 


ANU ARY is the month for most 
ey credit union annual meetings. 
Feature attraction at all annual 
meetings should be the election of 
directors and committeemen. Too 
often it is slighted; credit unions 
can only suffer when that happens. 
All credit union members should 
carefully elect their directors. 
credit committee members and 
supervisory committee members! 

Has the board laid proper plans 
for the election? Of course. ballots 
should be ready. but has proper 
thought been given beforehand to 
the nominees and to the necessity 
of being sure that good material 
is available and that the members, 
over and above the nominating 


committee. may have a voice? 


Mechanics of nomination 

It isn’t necessarily democratic 
to just leave it to the members at 
the annual meeting to spontane- 
ously come up with nominations. 
loo often. after a considerable de- 
lav. some member rises to nomi- 
nate the first person whose name 
comes into his head. and that may 
not he the best person for that spot 
at all--even in the nominator’s 
considered judgement but he 
didn’t have time to consider! How 
about appointing a nominating 
committee and instructing the 
members to give careful considera- 
tion to the needs of the various 
offices. and to check with nominees 
to be sure they will stand? 

How about asking the nominat- 
ing committee to nominate more 
than one person for each office—or 
it least for some offices—and then 
at the annual meeting being sure 
that there is a chance for nominees 
from the floor? To do this would 
require that election to the board 


be se parate d from that to the com- 





mittees. A practice that I see more 
in Canada than in the U.S. re- 
quires not only that the offices 
be separated for report of the 
nominating committee, but that the 
chair ask three times if there are 
further nominations. 


Democracy must be real 


in credit unions 

—And I’m sure it is intended 
that it always be in every credit 
union annual meeting. but I’ve 
seen a lot of meetings that failed 
in practice of democracy. Un- 
fortunately the membership is too 
often only partly interested in the 
meeting and in the election. It is 
the responsibility of the board to 
interest the membership, not just 
to coast on the lack of vital con- 
cern! 


The future may depend on it 

An easy way for a credit union 
to begin its decline is for the mem- 
bers to lose interest in the election 
of leaders. Places on the board and 
committees are not empty honors, 
but places requiring aggressive 
leadership. A man or woman to 
he ( onsidered for leadership should 
be willing and able to actually 
lead. It is not past service that 
should count. if that service has 
ended—but willingness and ability 
to lead in the future! People of ex- 
perience are needed. but also peo- 
ple who have fresh and new ideas 
for credit union growth in service 
to the members. 


Elections are injections of 
life into the credit union, The 
future of the credit union 
depends on _ those _ elected!’ 
Elect those who will lead ag- 
gressively and in the right 
direction! H. Vance Austin 








The Credit Union Bridge 






















































































Many an indian chief will be wounded in backyard battles this year . . . it’s a natural part of 
childhood. But did you know that in 1961 more than 1,000,000 families will face medical 
bills amounting to more than one-half their annual income? And, less than one in thirteen 


have provided for the big medical bills that can ruin you financially! 


credit union families can be protected 


HERE’ 
Ss HOW & You choose a deductible amount — $100, $200, $300, $500 or 
CUNA MUTUAL’S $1,000 — above which you want your protection to start. 


MAJOR MEDICAL 


» * When covered injury or sickness expenses exceed your deductible 


EXPENSE POLICY amount, your policy benefits begin, 
HELPS PAY SURGERY 3 

e And CUNA MUTUAL pays 100% of your covered expenses above 
MEDICAL & HOSPITAL the deductible amount up to $5,000 for each injury or sickness to 
EXPENSES each person covered under the policy. 


ij jommede)ti Je). Te) *} RATES MAJOR MEDICAL: INSURANCE 


DEDUCTIBLE AMOUNT $ 


_DATE OF BIRTH _ SPOUSE 


NAME OF CREDIT UNION. a 


ee 
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SAVINGS 


(Continued from page 17) 


their prices move up and dow: with 


the cost of living. The advocates of 
this idea go back twenty. even fifty, 
years and show you the long-term 
upward trend tt living costs ind 
tocks. It means. they say. that small 
savers too should invest in stocks and 
mutual-fund shares 

This is partly true. but only partly 
Stock prices have been known to fall 
evel her liv n eosts are risil i 
happened in 1960 Stocks dont al 
ways rise the same time as livin 
cost \ period of low stock prices 
may be the very time you need to re 
trieve your money for the goals for 
which ou originally invested hil 
dren s education. retirement. o1 
such thir 

Obviously, even the best stocks in 
volve sorne risk ind eculalive 
investments are not the place to put 
your emergency reserves Putin 
ome ot your savings in 1n\ tments 
that hedge igainst nflatior lik 
stoc! mutual funds and the new 
real-estate syndicates. should be cor 
sidered only if you already have built 
iflicient basic cash savings to pro 
tect and provide for your family. You 
should have enough cash saved to 
tak ire of at least six months living 
costs 

lt particularly risky for a small 
investor to seek a quick killit in 
stock iuthorities warn. Investment 
in stocks requires much mors ireful 
research than saving in no-risk” 
places like credit unions, E bonds and 
savings wcounts 

The Securities and Exchange Com 
n on has warned the publ igainst 
buying stocks on the basis of uncon 
hrmed ty Ke th Funston president 
of the Ne York Stock Exchange 
tel the trag om tory yt 1 nec 
phlivt ho invested in the Gold Dust 
Company, a one-time soap manufac 
turer ecause he believed mining 
shares were due for a rise 

Even recently many people rushed 
to buv the stock of a small company 
with the word “chemical” in its name 
because of rumors it had ce veloped a 
new dru ind ould ip lara prol 
itis a dru manufacturers recently 
have done Phe tock tripled in price 


in one week before the frantic buvers 
learned that the company had noth 


ine to do with drugs but manultac- 
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tured chemicals for the auto industry. 
>. Don’t get the idea that it isn’t 
worth unless you can 


This is the obstacle that 


while saving 
save a lot 
bothers most people with moderate 
incomes As a result. many of them 
don’t save anything. But those who 
get started ona small saving program. 
even as little as a dollar a week. soon 


discover that it is worth while. 


Savings Accounts 
(Continued from page 19) 


ity. For “safety” of your deposits, 
many savings associations now carry 
deposit insurance somewhat like that 
of the 


sure of this point in each case. All 


banks. But you need to make 


fede ral savings and loan asso lations 
ire required to carry this insurance 


Such issociations have the word 


Feder 1? in their 


names 


Siate-chartered associations are not 
required to insure their deposits but 
many do. However. it is wise to find 
out what kind of deposit insurance 
they carry. Some state associations 


nd all federal associations carry the 
deposit insurance 
Federal 


( orporation, a 


provided by the 
Savings and Loan Insurance 
government agency. 
But some state associations which ad- 
vertised “insured” deposits carry de- 
posit insurance provided by private 
companies which may or may not be 
is reliable as the FSLIC insurance. 

It's important to note that several 
associations in the West. which ad- 
vertise widely for deposits and offer 
higher vields than other associations, 
do not have the FSLIC 

The FSLI¢ 


different from the Federal deposit in- 


insurance. 

insurance is somewhat 
surance carried by banks. Since sav- 
ings-and-loan assets are not as liquid 
as those of banks, the FSLIC may 
tend to wait longer before declaring 
default and thus 
depositors. 


an association in 


delay repaying insured 


You ultimately would get your 


money. but conceivably might have 
to wait somewhat longer in a crisis. 
However, in practice the FSLIC has 
declared a policy of paying promptly 
if an insured association defaults. 


CREDIT 


(Continued from page 3) 


is becoming widely recognized. The 
Credit Union National Association 
and the AFL-ClIO Community Serv- 


ices Committee have instituted pro- 
grams to counsel their members on 
just these questions. For it is an ugly 


but true fact of life that in thousands 
of instances, installment-minded men 
and women are the victims of credit 
gougers, most of whom operate with- 
in the letter of our defective laws. 

But the problem isn’t going to be 
solved by writing new laws. Our 
young families are going to have to 
open their eyes and study the facts. 
They are going to have to stop kid- 
ding themselves and be a little more 
realistic about monthly payments. 


RETAIL CREDIT 
(Continued from page 8) 
standards. 

Even in the few states that regulate 
finance charges on non-auto merchan- 
dise, the legal maximums are high. 
New York, considered to have one of 
the best finance laws, permits charges 
of $10 per $100 of balances up to 
$500. and $8 on balances of $500 and 
up. These are the equivalent of true 
interest rates of approximately 20 
percent and 16 percent respectively. 
The recently enacted New Jersey law 
permits charges of 10 to 12 percent 
on non-auto goods, equivalent to true 
per-annum rates of approximately 20 
to 24 percent. 

The lack of regulation of install- 
ment fees on non-auto goods is not 
known by most buyers. They mis- 


takenly think of the 


charge as interest and therefore as- 


installment 


sume they are protected by state usury 
laws. They are not. According to most 
legal tradition. the finance charge is 
merely the difference between the cash 
price and the time price; except in a 
few states, it can be whatever the 
dealer wants to make it. 

Even when the finance charge is 
reasonable, you cannot always be sure 
that you are not paying for a hidden 
credit cost in the price of the mer- 
chandise itself. You need to compare 
both the cash and the time price. 
Sometimes a store that charges more 
for credit really may be more honest 
than a store that seems to charge a 
lower finance fee. but asks more for 
the merchandise itself. 

In Canada. where interest rates 
usually are a little higher than in the 
U.S.. credit fees charged by stores, 
dealers and supply houses frequently 
range from $7 to $12 per $100 of 
debt (true rates of approximately 14 
to 24 percent a year). 


The Credit Union Bridge 











BURROUGHS ELECTRONIC ACCOUNTING EQUIPMENT 
AT PACIFIC INTERMOUNTAIN EXPRESS EMPLOYEES’ 


CREDIT UNION CUTS POSTING TIME 67% 


The seene: Oakland, California’s Pacific Intermountain Express Employees’ 
Federal Credit Union. The jeb: Payroll deduction accounting for 2,700 members. 
The equipment: Burroughs F-4224 Electronic Accounting 
Machine with Automatic Reader. The results, in the 
words of James L. Stroube, P-I-E Credit Union Manager: 
“Our Burroughs equipment has greatly automated our 
accounting operation. For instance, posting time, formerly 
65 hours a week, is now down to an effortless 21 hours. 
Naturally this 67% time savings has brought expenses 
down accordingly. As an added bonus, our trial balancing 
is automatic, fast and 100% accurate.” Burroughs—-TM 





James L. Stroube 





The P-I-E Credit Union is one of many which 

have been helped to new accounting efficiency Burroughs 

, eo eee sebeneetien equipment. For Cc ™ 

etails, action—and results—call our nearby 

branch now. Or write Burroughs Corporation, orporation 


Detroit 32, Michigan. 
“NEW DIMENSIONS | in electronics and data processing systems” 
January, 1961 
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PAYMENTS 


Coin Cards by 
Handford Brown 
will encourage your 
members to save 
regularly pay 
loan installments 
promptly! These 


Coin Cards are a 
proven credit to 
Credit Unions! 





for $3 00 fe —- 
in dimes! : Aha 

F o \ ‘oP ; 
Holders ye pee oe “=e 
for $5.00 tg) “ 
in quarters! - ! 


Write for attractive samples and low prices 
today! We will gladly design a special Coin 
Card to meet your specific requirements! 
Phone or mail coupon now! 


| MAIL THIS COUPON NOW! 


HANDFORD BROWN CO., INC 
Dept. CUB 1-61 











Coytesville, New Jersey 


Gentlemen 


your “Coin Cards” 
NAME 

ADDRESS 

CITY 


| 

| 

| 

| 

Please send me further information on | 
| 

| 

| 

| 





HANDFORD 
=], ie) 1, Beier 


INCORPORATED 


COYTESVILLE . NEW JERSEY 
WINDSOR 4.0454 


A 0DK—M'S 


as a member- 
owner YOU 
can help 


protect 
the funds 







first of all, 
there’s the annual meeting 
The annual meeting is your opportunity to 
hear the officers’ reports and to ask questions. 
It is also your opportunity to elect well 
qualified people to board and committee 
positions— people who will work for 


the good of the credit union. 


—~ 


oe 


then there's account verification... 

When the credit union asks you to return 

a card verifying your account, do so without 
delay. This verification is needed for a 

complete audit of the books, but it depends 





on your cooperation to be effective. 





De We 
...and if you're elected or appointed. A 


Remember that the members who elect 





you are relying on you to learn your duties 
and to fulfill them. They expect you to 
help safeguard their savings and to aid the 


progress of the credit union. 











ISSUED AND 
UNDER WRITTEN BY 


aaa CUNA Insurance Services 


BONDING 


MADISCON, WISCONSIN - HAMILTON, ONTARIO 





Thé Credit Union Bridge 
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In. Afof recitation on owr 


Diath Anniversary 


Da». «dl 


We in CUNA Supply Cooperative are celebrating 







it 


our 25th anniversary as your credit union’s own ‘‘mail-order 


company.’’ We produce most of the literature explaining your 


credit union’s services and most of the accounting forms on 


which the credit union keeps your records. 


OPERATING FORMS 

STOCK LITERATURE 

OFFICE SUPPLIES 

OFFICE EQUIPMENT 
HANDBOOKS, MANUALS 
ANNUAL MEETING SUPPLIES 
POSTER-A-MONTH SERVICE 
CALCULATORS 


POCKET, WALL AND 
DESK CALENDARS 


UMBRELLA membership publication 
“CU” cartoon flyer 
SPECIALTY ITEMS 





LLL L 6 


Few people guessed, when CUNA Supply was 
founded in 1936, that by 1961 we would be 
shipping almost a million dollars worth of forms, 
literature, supplies, and equipment annually to 
credit unions around the world. 


We are proud of the many ways 
in which we have been able to 
help credit union -members—and 
proud, too, of the way you 
members have helped us to grow. 
We will continue to do our best 
for the credit unions we serve. 


CUNA Supply Cooperative PeSee 


= Top ame Pc hc Mn. F- le ll -te), Mme, Al-tete)al-1is Me Mie) Om =101 9 Mor lasliiiels mm @lsit-tale) 


LEAGUE 


™ | POLICYOWNERS’ 
=) . | REPRESENTATIVES 
‘PROGRAM 


f 
: 


Designed especially to help your credit union get maximum benefits for your 


members from your CUNA Mutual insurance contracts. Check these features: 


A sparkling new conference manual with a provision-by-provision, 


down-to-earth discussion of Loan Protection, Temporary Disability and 


Life Savings coverages. 


A practical, easy-to-use, do-it-yourself kit with letters and leaflets 

you can put right to work to tell your members about Loan Protection 
and Life Savings insurance. 

A new, no-charge insurance correspondence course, written for the 


busy credit union leader who wants fingertip facts on insurance in 


general and CUNA Mutual insurance in particular. 


A special workshop session where CUNA Mutual’s Board of Directors 
invites your frank opinions and ideas on the problem of competition and 
the related problem of dividends. Your credit union also will cast an 


advisory ballot on the question of dividends. 


You should .. . will want to... be glad you did... 
ATTEND YOUR CHAPTER POLICYOWNERS’ MEETING! 





